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DEPARTMENT OF BANKING AND INSURANCE
DIVISION OF INSURANCE
December 31, 1940.
To the General Court of Massachusetts:
We submit herewith the eighty-sixth Annual Report covering the supervision
of the insurance business in the Commonwealth of Massachusetts. The Report is
prepared as required by the General Lalws, Chapter 175, Section 17. This is Part II,
containing information relative to life insurance companies and all other insurance
companies transacting business in this Commonwealth, except fire and marine
insurance companies. These latter mentioned companies are reported in Part I
of this Report.
The demands for supplies by the warring nations of Europe have stimulated the
industries of the country to such an extent that our manufacturing facilities are
being gradually expanded and employment in private industry is rapidly increasing.
This situation offers some attraction to public employees in view of the increasing
salaries available in private industry as compared with those paid by the Common-
wealth. However, as yet we have not been seriously affected by the loss of trained
personnel.
For the fiscal year ending November 30, 1940, expenditures for personnel services,
including the salary of the Commissioner, amounted to $317,641.30. Our expendi-
tures for Contingent Expenses amounted to $67,696.54. The Board of Appeal on
Fire Insurance Rates was paid $103.50, making the total amount expended from
our appropriation, $385,441.34. The premium taxes collected for the fiscal year
1940, amounted to $4,788,825.59. Miscellaneous income for life insurance com-
panies' valuation tax, fees, licenses and services rendered by the Department,
amounted to $278,962.97. A comparison of the total income with the expenditures
indicates that the Commonwealth spends for insurance supervision 7.6% of the
total income.
There was no legislative session this year because the people acted upon a referen-
dum at the last election calling for biennial sessions of the Legislature. We have
included as Appendix A, the Departmental recommendations for legislation to be
considered at the 1941 Legislative session.
The work of the Insurance Department has increased from two major sources
not subject to the control of the Department.' One is the enactment of new regula-
tory laws by the Legislature— the other is due to an increase in the assets and
amount of insurance written by the various insurance companies, fraternal benefit
societies, pension plans, banks selling savings bank life insurance and the organiza-
tion and authorization of new insurance companies to transact business in the
Commonwealth. We strive to absorb as much additional work as possible without
increasing our staff. We have made some redistribution of the work during the
past year to improve the efficiency of the Department. We are still observing the
practice of requisitioning additional permanent personnel only as we are able to
train temporary employees and ascertain their ability to intelligently assume the
highly technical and difficult duties prescribed by the Statute.
Valuation of Securities. — The National Association of Insurance Commis-
sioners annually determines the standards for the valuation of securities held by
insurance companies. All insurance companies, transacting business in this Com-
monwealth, were instructed to file statements with this Department for the year
ending December 31, 1940, in accordance with the valuations standards set forth
below. Cases where departures from the valuation standards have been made by
any company, the annual statement has been audited and corrections made in the
statements filed with the Department as public records.
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The following Resolutions adopted by the National Association of Insurance
Commissioners, together with the ruling of the Department, dated December 30,
1940, which follows the Resolutions, have been observed by the Department in
auditing the annual statements of companies transacting business in this Common-
wealth :
RESOLVED, that the book on valuations of securities to be published
under the auspices of the National Association of Insurance Commissioners in
January, 1941, shall be prepared upon the following basis:
1. Stocks and bonds (other than those described in paragraph 2 below)
shall be valued at market quotations as of December 31, 1940, except
that in the case of securities not quoted on that date the latest available
information shall be used. Stock valuations shall include accrued divi-
dends on Preferred Stocks and dividends declared or accrued on all stocks.
2. Bonds of states of the United States and of provinces of the Dominion
of Canada and pohtical subdivisions thereof shall be valued at market
quotations as of December 1, 19^0; if issued subsequent to December 1,
1940, the original offering price (cost) shall be used.
RESOLVED, that for the inventory of stocks and bonds in the annual
statements of insurance companies and societies as of December 31, 1940, the
following basis is recommended as fair market value
:
1. All bonds amply secured and not in default shall be valued on an amor-
tized basis wherever and in the manner permitted by law.
2. All other bonds — and where amortization is not permitted by law all
bonds— should be valued as shown in the Book on Valuations of Securi-
ties published under the auspices of the National Association of Insurance
Commissioners.
3. Stocks should be valued as shown in the Book on Valuations of Securities
except as hereinafter provided.
4. Stocks held by life insurance companies may be valued in the aggregate
at the cost or book value, whichever is lower, provided the income re-
ceived by such companies on such stocks in the aggregate, during each
of the five years preceding the date of valuation, shall have been at a
rate sufficient to meet the interest required to maintain policy reserves
and other policy obligations, and provided further that the net invest-
ment income received by such companies on their ledger assets shall not
have been less than required to maintain the reserve. Cost as used shall
be held to include stocks received as exchanges or rights received as
dividends or otherwise at not to exceed the market value quoted oii the
date acquired. This shall not apply to stocks of corporations in receiver-
ship or similar status, or to stocks acquired after June 30, 1939, which
shall be carried at the values shown in the Valuation Book.
FURTHER RESOLVED, that in cases where the condition of insurance
companies may require the immediate disposition of securities, it is recom-
mended that the discretion of the state supervisory officials of insurance should
be exercised to vary the general formula herein set forth, so as to adopt prices
reflected by the exchanges.
The following resolution was adopted by the Committee on Valuation of
Securities and confirmed by the National Association of Insurance Commissioners
on December 4, 1940:
RESOLVED, that, for the submission of annual statements to the various
state insurance departments as of December 31, 1940, bonds not in default as
to principal or interest, which are certified by the insurer submitting the state-
ment to be amply secured, shall be deemed amply secured; provided, that they
are included in the classifications described below
:
(a) Bonds issued, assumed or guaranteed by the United States or the
Dominion of Canada or any political subdivision therein, or any civil
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division or public instrumentality of any of the foregoing which are legal
for investment by insurance companies under the laws of the respective
states.
(b) Bonds rated in any of the first foiir grades by at least two of the recog-
nized rating services.
(c) Bonds rated in any of the first five grades by at least three of the recog-
nized rating services.
(d) Bonds which do not meet the tests under (b) or (c) but which are rated
in any of the first five grades by two of the recognized rating services;
provided, that actual sales or bid prices on such bonds reached 55 per
cent or higher during each of the months of September, October and
November, 1940
(e) Corporation bonds not rated, or rated by less than two of the recognized
rating services, and foreign government bonds other than Canadian, may
be classified under (b), (c) or (d) if they are of security equivalent to
bonds in such classifications and satisfactory evidence thereof is pre-
sented.
The ratings referred to herein relate to the December 1, 1940 ratings issued by
the following four recognized rating services: Moody's Investors Service, Poor's
Publishing Company, Fitch Investors Service and Standard Statistics Company,
Inc.
The Committee on Valuation of Securities of the National Association of Insur-
ance Commissioners contracted with Moody's Investors Service, 65 Broadway, New
York, to do all the valuation work, subject to the supervision and approval of the
Chairman on behalf of the Committee, and to print and distribute the book.
The general procedure in making the valuations has been as follows: A card
file is continually kept up to date containing full particulars regarding each bond or
stock. The valuations for bonds and stocks which are not quoted on any of the
regular Stock Exchanges or in the leading daily papers or financial periodicals
have been determined from replies received to letters of inquiry sent by Moody's
Investors Service, over the signature of the Chairman of the Committee, to bond
and stock brokers and bankers who are familiar with the particular securities.
The values of the securities of foreign countries not active on the regular stock
exchanges of the United States have been determined by quotations on the various
foreign stock exchanges.
The values of all bonds, except bonds in default, are given not including accrued
interest in accordance with the requirements of the uniform statement blank
adopted by the National Association of Insurance Commissioners. Bonds and
stocks which have been called for redemption early in 1941 are carried in this book
at the call price. All other bonds are carried at the nearest dollar per cent values.
Bonds in default as to principal or interest, also Common and Preferred stocks,
have been valued on a flat basis — that is, past due and accrued interest on such
bonds and dividends accrued or declared on stocks are included in the Association
values. The symbol (F) preceding the valuation in this book for a bond indicates
that the Association value includes interest due and accrued and that additional
credit for such interest should not be taken in assets in the statement. Dividends
accrued or declared should not be reported separately as such in an insurance com-
pany's annual statement, except in the case of declared and unpaid dividends on
stocks which have been sold ex-dividend by the insurance company prior to De-
cember 31. The values of stocks in this book are per share, not per cent.
Where the quoted prices on securities quoted only at long intervals seemed
merely nominal, the figures were adjusted as the facts appeared to warrant. Where
there had been no sales or bids it was necessary to depend upon rates of dividends or
interest paid, the book value of the securities, the subscription price and in general
the financial condition of the issuing corporation and the rate for similar securities.
Under the alphabetical arrangement adopted, each security appears under the
name of the corporation actually issuing the same, even though such corporation
may be controlled by another. To illustrate: West Shore 4s of 2361 appear under
West Shore Railroad, and not under New York Central Railroad, the controlling
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corporation; Transcontinental Short Line First 4s of 1958 appear under the name
of the issuing corporation, viz., the Atchison, Topeka and Santa Fe Railway.
It is important for each insurance company and society to send to Moody's
Investors Service, at the end of each of the first three quarters of this year, and at
the end of each of the other three months of the year schedules with full descrip-
tions of the bonds and stocks acquired during that period. Photographic schedules
must be on white paper, the letters and figures black and no smaller than elite.
ABBREVIATIONS. Many words have been omitted from and many abbrevi-
ated in the descriptions and many serial bonds, issued by the same city or company
and bearing the same rate of interest, have been merged in this book in order to
expedite the writing of copy for the printer and the typesetting. It is important
however, for insurance companies and societies to continue giving the full names
and locations of the issuing cities or companies with the full description of each
security, the year and rate of option of the first year of redemption, and to report
separately the different serial issues of the same citj^ or company, although bearing
the same rate of interest, in order that full information can be entered on the valu-
ation cards. The necessity of giving the year and rate of the first year of redemp-
tion arises from the fact that many bonds are quoted on a yield basis which has to
be applied to the first year of redemption. The merging in this book of serials
issued by the same city or company was possible this year as many of them have
the same value. Another year many similar mergers may be impossible. In some
cases the words County, Company, Corporation, Consolidated, Convertible, etc.,
have been abbreviated in this book, but abbreviations should not be used in the
company's schedules. A list of the abbreviations used in this book mil be found
on page viii.
The committee mshes to caution the general public against the use of this book
as a guide for investors, or for the pui'pose of assisting in the sale or disposal of
any securities. Its use by any brokerage firm or security salesman in a prospectus
or otherwise, to assist in the sale of any security, will be unauthorized and im-
proper. Its sole purpose is to facilitate the valuation of stocks and bonds held by
insurance companies on a fair and uniform basis, and for that purpose it is believed
by the committee to be well adapted. The fact that a certain bond or stock is
included in this list does not signify that it is a legal investment for insurance
companies under the laws of all states or of any particular state.
Committee on Valuation of Securities, National
Association of Insurance Commissioners
By Louis H. Pink, Chairman
MASSACHUSETTS DEPARTMENT OF INSURANCE
100 Nashua Street, Boston, Massachusetts
December 30, 1940.
To All Insurance Companies Transacting Business in the
Commonwedlth of Massachusetts
It is the ruling of this Department that the following eligibility standards for
the amortization of bonds shall apply in compiling annual statements for sub-
mission to the Massachusetts Insurance Department for the business of the year
1940:
Bonds having a fixed term and rate not in default as to principal or interest which
are certified by the insurer submitting the statement to be amply secured, shall be
deemed amply secured; provided, that they are included in the classifications
described below:
(a) Bonds issued, assumed or guaranteed by the United States or the Dominion
of Canada or any political subdivision therein, or any civil division or public
instrumentality of any of the foregoing which are legal for investment by
insurance companies under the laws of the respective States.
vi P.D. 9
(b) Bonds rated in any of the first four grades by at least two of the recognized
rating services.
(c) Bonds rated in any of the first five grades by at least three of the recognized
rating services.
(d) Bonds which do not meet the tests under (b) or (c) but which are rated in
any of the first five grades by two of the recognized rating services; provided,
that actual sales or bid prices on such bonds reached 55% or higher during
each of the months of September, October and November, 1940.
(e) Corporation bonds not rated, or rated by less than two of the recognized
rating services, and foreign government bonds other than Canadian, may be
classified under (b), (c), or (d) if they are of security equivalent to bonds in
such classifications and satisfactory evidence thereof is presented.
The ratings referred to herein relate to the December 1, 1940 ratings issued by
the following four recognized rating services: Moody's Investors Service, Poor's
Publishing Company, Fitch Investors Service and Standard Statistics Company,
Inc.
Attention is called to the fact that the Massachusetts Statutes require
a slight deviation from the rules adopted by the National Association of
Insurance Commissioners with respect to the amortization of certain
bonds. If a company is using the List of Corporate Bonds published by the
Committee on Valuation of Securities of the National Association of Insurance
Commissioners, the following exceptions shall be observed with respect to the com-
pilation of the statement for the Massachusetts Insurance Department; in addition
to the bonds marked "no" in the pamphlet, all classes of bonds listed below are
not amortizable
:
Bonds in default as to principal or interest.
Bonds not having a fixed rate of interest.
(a) Adjustment bonds.
(b) Income bonds.
(c) Perpetual bonds.
(d) Bonds with minimum plus contingent interest.
No credit should be taken for accrued interest on adjustment or income bonds,
or on bonds valued at a "flat" market rate. On bonds with contingent interest,
the amount accrued should be computed at the guaranteed rate only.
Any exchange of bonds or real estate shall be indicated by the abbreviation
"Ex"; followed by the same numeral in parenthesis after the description of the
asset disposed of and the asset acquired, in order that the values of securities and
real estate involved in transactions may be readily checked.
Credit wiU be allowed for amortized value on a five-year basis for the premium
paid on a mortgage insured under the provision of the National Housing Act.
Due and Accrued Interest on Mortgage Loans. — All interest due and accrued on
mortgage loans should be reported under non-ledger assets. Credit will be allowed
for combined due and accrued interest up to one year on only those mortgages on
which no legal steps have been taken to foreclose, or upon which no foreclosure is
contemplated, or on which the combined due and accrued interest is less than three
years. The balance should be reported under "Deduct Assets Not Admitted"
with the description "Interest Due and Accrued on Mortgage Loans Not Allowed."
Charles F. J. Harrington
Commissioner of Insurance.
Examinatio7is. — The examination of insurance companies transacting business
in the several States of the United States was discussed in the Annual Report last
year. We reported that the Massachusetts Department had agreed to participate
in the examination system devised by the National Association of Insurance
Commissioners known as the Zone system or Association system of examination.
Under this system, our domestic companies are examined jointly with representa-
tives of other State Insurance Departments. During the past year, a number of
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domestic companies reported on below have been examined on the Zone Examina-
tion basis.
The Department in the past has harbored doubts as to the possibihty of the
successful conduct of examinations on the so-called Zone basis. The experience of
the past year has given us reasonable assurance that this system can be successfully
administered and that satisfactory results can be obtained if all parties partici-
pating in the examination manifest a spirit of cooperation.
Department Examinations.—The following is a record of the examination of life,
casualty and miscellaneous insurance companies made by the Department during
the year 1940:
Company
Examinations of Pkiok Years Completed in 1940
' Columbian National Life Insurance Company
^ Liberty Mutual Insurance Company
Loyal Protective Life Insurance Co.
3 Massachusetts Bonding and Insurance Co.
* Massachusetts Protective Association, Inc.
* Massachusetts Protective Life Assurance Co.
^ Paul Revere Life Insurance Company
< State Mutual Life Assurance Company
United Casualty Company
United States Mutual Liability Insurance Co.
1940 Examinations Completed
Boston Casualty Company
Craftsman Insurance Company
Mutual Boiler Insurance Company .
Title Insurance of Hampden County
1940 Examinations Not Completed
5 American Mutual Liability Insurance Co.
American Policyholders' Insurance Co.
5 Berkshire Life Insurance Company .
' John Hancock Mutual Life Insurance Co.
8 Monarch Life Insurance Company .
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The following exhibit shows the amounts collected as reimbursements for ex-
penses and salaries in connection with out-of-State travel in the examination of
insurance companies. The total, 19,204.13, is reimbursed directly to the General
Fund.
United Casualty Company ....
United Mutual Fire Insurance Company
Liberty Mutual Liability Insurance Company
Massachusetts Fire and Marine Insurance Co.
International Workers Order, Inc.
Royal Clan—• Order of Scottish Clans .
Massachusetts Bonding and Insurance Co.
Massachusetts Protective & Affiliated Cos.
Service Fire Insurance Co. of New York
Service Fire Insurance Co. of New York
Northwestern Mutual Life Insurance Company
Pearl Assurance Company, I^td. .
Total Travel Reimbursement
Total Salary Reimbursement
Travel
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Examinations of 41 retirement systems were made in 1940. Several were made as
of two years, making a total of 63 examinations. The systems examined were as
follows
:
Commonwealth Retirement Association
Teachers Retirement Association
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most of the societies decided to comply with the ruling. In one case, litigation has
developed to test the ruling. After conference with the Attorney General, we are
confident that the Court will uphold the position of the Department, because no
sound argument has been advanced to justify the use of the fund computed with
the sole objective of producing sufficient moneys to meet mortuary and disability
claims for expense purposes for which it was not designed and for which no loading
has been included in the tables used for computing the fund.
During the year 1940, there were two important opinions from the Attorney
General, which affected the transaction of business by many fraternals authorized
to transact business in this Commonwealth. The first is an opinion dated April 29,
1940, attached to and forming part of this Report, and described as Appendix C,
which deals with the so-called "Saving Clause." This opinion has necessitated in
many cases, an amendment to the by-laws of fraternals on the Lodge System, in
order to bring the by-laws into conformity with the requirements of our Statutes.
The second opinion is dated April 9, 1940, and deals with the subject matter of the
segregated class of the Massachusetts Catholic Order of Foresters. In May, 1940,
the Society enacted a by-law which set apart certain funds for the benefit of the
then members of the Society and set up a new class on an adequate rate basis for
the purpose of improving the financial status of the Society and to make sure that
the younger members, who are presently joining the organization, receive the great-
est possible assurance that they were purchasing insurance computed on a sound
actuarial basis. The members, who transferred from the old class to the new, were
unable to receive any credits from the mortuary fund of the old class, as evidenced
by the opinion of the Attorney General hereinbefore referred to and attached
hereto and marked Appendix D.
Every effort is being made by the Department to make certain that fraternal
benefit societies are operating on a sound basis and that they are financially able
to meet the obligations which they incur. A frank statement of the condition of
each society is made in the examination report. We are of the firm belief that
fraternal insurance has a proper place in the modern system of insurance benefits
and the activities of the Department will be devoted in the future, as they have in
the past to setting forth the true facts for the benefit of the public.
The following schedule shows the development of the business of the fraternal
societies domiciled in this Commonwealth:
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The following fraternal societies were examined by this Department in 1940:
Society
Ancient Order of United Workmen
Association Protective Union Madeiran
Catholic Association of Lowell .
Chelsea Police Relief Association
Dona Maria Amelia Benefit Association
Marketmen's Relief Association
Massachusetts Benefit Association for the Deaf
New England Order of Protection
Revere Police Relief Association
St. John Baptist Mutual Benefit
Scottish Clars, American Order
Watertown Police Relief Association .
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The following table will give some additional light on the development of life
insurance business by our Massachusetts companies
:
Increase in Business of Domestic Life Companies in Ten-Year Period
Excluding Savings Bank Life Insurance
Number Net
of Com- Premiums Admitted Real Number of Policies
Year panies Written Assets Estate* Mortgages* Liabilities Ordinary Industrial Group
1931 11 S276,548,841 $1,575,824,092 152,617,588 $642,763,327 $1,473,403,020 2,361,930 6,314,744 622
1932 11 268,129,665 1,628,768,310 76,325,028 613,381,781 1,533,163,994 2,353,710 5,837,281 566
1933 11 271,820,213 1,673,503,584 109,315,P93 573,901,080 1,581,546,016 2,335,585 5,836,802 532
1934 11 282,994,638 1,752,753,410 154,314,413 500,535,957 1,661,477,718 2,367,012 5,964,915 569
1935 12 311,304,405 1,880,743,823 189,347,212 437,453,004 1,781,454,842 2,416,538 6,208,456 588
1936 12 307,283,665 2,036,861,612 217,434,371 390,664,089 1,926,632,904 2,518,435 6,558,535 625
1937 12 313,191,294 2,174,472,759 224,250,688 378,633,491 2,067,999,581 2,642,212 6,978,291 646
1938 12 328,389,129 2,324,702,940 227,989,124 370,674,777 2,219,984,963 2,718,363 6,950,460 689
1939 12 319,197,436 2,477,562,876 223,297,942 364,207,232 2,321,108,170 2,859,913 6,926,493 756
1940 12 336,249,719 2,631,095,612 205,716,610 365,136,470 2,505,177,820 3,012,002 7,018,636 847
* Included in Admitted Assets.
Savings Banlc Life Insurance. — During the year 1940, two additional banks
have been added to the list of banks authorized to issue savings bank life insurance.
This type of insurance continues to be attractive and its distribution is being in-
creased through the medium of credit unions and other convenient media through
which payment may be made. The following table is informative with respect to
the ten-year development in this field. It likewise illustrates the increased obliga-
tions on the Department of Insurance in connection with examinations of the
several banks.
Increase in Business of Domestic Companies in Ten-Year Period
Savings Bank Life (without General Guaranty Fund)
Net Admitted Real Mortgages Liabilities Number of Policies
Premiums Assets Estate Ordinary Group
1931 (20 banks) $3,095,236 $12,133,525 $14,326 $6,484,840 $11,336,361 83,349 64
1932 (21 banks) 2,979,423 13,496,406 49,475 6,815,707 12,792,206 88,091 56
1933 (21 banks) 3,256,373 14,968,792 226,000 7,127,892 14,231,456 91,136 57
1934 (21 banks) 4,075,775 17,448,512 284,715 7,442,953 16,628,798 98,316 56
1935 (23 banks) 4,300,824 19,993,888 580,940 7,429,076 19,170,013 107,592 62
1936 (23 banks) 4,686,767 22,893,694 588,384 7,768,384 22,039,839 120,534 64
1937 (24 banks) 5,013,693 25,913,115 674,903 7,647,459 25,063,150 137,551 61
1938 (24 banks) 4,787,126 28,632,460 663,436 7,936,024 27,679,179 155,731 60
1939 (26 banks) 5,150,026 31,617,852 710,272 8,073,140 30,633,279 178,752 52
1940 (28 banks) 5,408,512 34,715,124 765,557 8,143,824 32,372,110 196,732 52
The above figures do not include figures of General Guaranty Fund, whose assets and liabilities equal each other.
The study of mortality tables is continuing in the National Association of Insur-
ance Commissioners. It has, therefore, been deemed advisable not to make recom-
mendations for modern mortality tables until this study has been completed. In
addition to the need for a new mortality table, the subject of non-forfeiture benefits
and their relationship to the mortality tables, described by the Statutes, is a matter
which will occupy the attention of the Special Committee of the National Asso-
ciation of Insurance Commissioners presently studying these problems. A very
comprehensive report on the need for a new mortality table and related topics was
submitted to the Annual Meeting of the National Association of Insurance Com-
missioners on June 21, 1939. This report was studied and accepted as progressive
at the December Meeting of the National Association of Insurance Commissioners
at Biloxi, Mississippi. The report of the Committee contained the following recom-
mendation :
"Because of the coordination desirable between the valuations standards and
the minimum non-forfeiture value requirements, the Committee is recommending
the appointment of a Special Committee by the Association for the purpose of
making a complete study of non-forfeiture values, surrender charges and related
subjects for the purpose of recommending specific standards of non-forfeiture bene-
fits and surrender charges with reference to both mortality tables now in use and
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to such mortality tables based on modern experience as may be adopted pursuant
to the legislation herein proposed. As a result of this recommendation and pursuant
to action by the Association, the Committee to study non-forfeitiire benefits and
related matters was appointed. It is composed of the majority of the membership
of the original Committee. A tentative report on the subject was presented at the
December 1940 meeting of the National Association of Insurance Commissioners
and it is to be studied and further considered at subsequent meetings. When this
study has been completed and the recommendations of the Association are avail-
able, we will be in a position to make specific comments on this important subject."
During the calendar year 1940, the life insurance companies made a general revi-
sion of their forms and according to the records of the Department, approximately
1950 life insurance forms required the approval authorized by Sections 132, 134,
and 192 of Chapter 175 of the General Laws. Over 850 forms were also received
from companies authorized to transact an accident and health insurance business
in the Commonwealth. This abnormal number of policy forms, requiring the atten-
tion of the Department, received attention with some augmentation of the Policy
Forms Division. The prompt and satisfactory disposition of this work under
abnormal conditions is to be highly commended.
Workmen's Compensation. — Prior to this year the rates for individual classifica-
tions of Workmen's Compensation insurance were based on the indications of the
particular classifications in Massachusetts where the volume of business in this
State was sufficient to be completely reliable.
For classifications with a small volume a formula had been established, assign-
ing various degrees of credibility to the different classifications and balancing the
indications in this State with experience compiled on a nationwide basis. It was
felt in this Department that the experience of the nation as a whole, even though
adjusted by theoretical factors to conditions in Massachusetts, did not fairly reflect
conditions in a particular classification in this State. While many of the reasons
for this are highly technical, and, therefore, we will not mention them here, one of
the most important considerations was the fact that industrial conditions and
practices varied considerably across the country. In the rate revision of this year,
the formula was, therefore, changed for those classifications having a relatively
small volume of experience and the current indications of a particular classification
were balanced with var5dng degrees of classification against the rate presently being
charged for the classification. It was hoped that this change will not only result in
more equitable charges for the different policyholders but will also stabilize rates
from year to year.
In this 1940 revision of Workmen's Compensation insurance rates, both pre-
miums and losses arising from the general occupational disease loading were taken
into consideration in determining the overall rate level. This resulted in reducing
rates by approximately one percent more than would have resulted from following
the procedure of previous years. Where evidence was exhibited to indicate certain
classifications actually involved occupational disease, charges were included in
the classifications It was apparent, however, that the number of classifications
involving such losses could be reduced from 77 to 36 in number.
A new experience rating plan was adopted and approved for use by the Depart-
ment. This rating plan commonly called the Multi-Split Rating Plan has been
worked on now for several years. The fundamental principle upon which it is based
is that the claim frequency of an individual risk is a much better index of the risk's
experience than its loss ratio, its pure premium or the amount of losses. In our in-
vestigations in automobile insurance this last summer, we found this to be so and
a reliable claim frequency can be secured from about 10% of the experience it
takes to obtain a reliable claim cost. Therefore, the new plan which gives so much
emphasis to the claim frequency will produce more equitable modifications.
The 1940 Plan uses an experience pajrroll of three years rather than five. This
eliminates all of the objections to the old Plan, that is, the use of so much old ex-
perience in determining the modification of a risk; but in view of the fact that this
emphasis is placed upon claim frequency, the three-year period will probably have
a greater credibihty than the five-year period under the old Plan. In other words,
three years' experience for claim frequencies is more reliable than five years' ex-
perience concerning actual losses.
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In view of the fact that the three-year period eliminates the objection of the use
of old experience it is unnecessary to retain the weighting of individual years used
in the old Plan.
The scientific foundation of the Experience Rating Plan of 1940 has been much
more carefully prepared than in 1928. The Plan is a flexible one and changes can
be made as experience develops without jarring the whole structure. From a
scientific standpoint, the modifications derived for individual risks will more
nearly reflect the hazard of the individual risk as indicated by its experience.
There is no doubt that this new Plan will be much more responsive and will more
accurately reflect the current experience of an assured. The assured will be penal-
ized heavily and promptly for a poor record and rewarded similarly for a good
record. The assured will have a greater incentive to improve his experience and
to initiate a program of accident prevention. It was for these reasons that the
Retrospective Rating Plan was adopted in 1935 and if actual experience indicates
that these things are so, the purposes of the Retrospective Rating Plan will have
been fulfilled in large part by the new Experience Rating Plan. There is one differ-
ence however, namely, that the Experience Rating Plan of 1940 contains no grad-
uation of acquisition costs or other expenses.
In some of the recent examinations of casualty companies, we spent a good deal
of time investigating rating plans other than the approved ones in Massachusetts.
There has been a widespread use of additional rating plans for lines of insurance
where rates are controlled. One of the main reasons for the use of these plans has
been the inaccurate operation of the present Experience Rating Plan for compen-
sation insurance. To a certain extent this will be eliminated by the adoption of the
Multi-Split Rating Plan.
The following Expense Ratios for 1940 cannot be guaranteed as to accuracy be-
cause of the various methods necessarily used by companies following different
methods of allocation of expenses. These figures should be used with caution.
Expense Ratios for 1940. Schedule W. (Workmen's Compensation
Business in Massachusetts.)
Companies
Expense
Ratio
(Per
Cent)
Companies
Expense
Ratio
(Per
Cent)
Stoc^: Companies
Accident and Casualty
Aetna Casualty & Surety
Aetna Life
American Employers'
American Motorists .
American Policyholders'
American Surety
Bankers Indemnity
Car and General
Century Indemnity
Columbia Casualty
Commercial Casiialty
Continental Casualty
Eagle Indemnity
Employers' Liability .
Fidelity and Casualty
Fireman's Fund Indemnity
General Accident
Glens Falls Indemnity
Globe Indemnity
Great American Indemnity
Hartford Accident
Indemnity Insurance Co. of N. A
London & Lancashire
London Guarantee and Accident
Maryland Casualty
Massachusetts Bonding
Metropolitan Casualty
National Casualty
New Amsterdam
New England Casualty
Ocean Accident and Guarantee
Phoenix Indemnity
58.83
50.91
27.83
38.13
25.00
33.90
81.12
55.83
36.01
45.23
51.10
68.80
46.86
55.59
39.30
41.95
50.20
34.75
39.65
40.55
39.54
41.26
43.97
47.80
50.42
44.23
43.98
52.60
48.22
47.31
733.25
48.90
44.43
Royal Indemnity
Standard Accident .
Standard Surety
Sun Indemnity
Travelers
United States Casualty
United States Fidelity & Guaranty
Zurich General Accident .
Average for stock companies
Mutual Companies
American
Number of
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The following is a table showing the number of- licenses issued to agents and
brokers and the income derived therefrom
:
AGENTS' LICENSES ISSUED
Year
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During the year 1940, the Board of Appeal convened as follows
:
At Boston
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S. Convictions
No applicant shall be eligible if he, or any person who will operate the motor
vehicle with his express or implied consent, has during a period of five years
immediately preceding the date of application, received more than one con-
viction resulting from any one or more of the following offenses committed
on more than one occasion:
(a) Driving a motor vehicle while intoxicated or "under the influence."
(b) Failing to stop and report when involved in an accident.
(c) Homicide or assault arising out of the operation of a motor vehicle.
(d) Driving a motor vehicle at an excessive rate of speed or in a reckless
manner, where a bodily injury resulted therefrom.
(e) Operating during period of revocation or suspension of registration
or license.
(f) Operating a motor vehicle without authority.
(g) Loaning operator's license to an unlicensed operator.
(h) The making of false statements in the license application or registra-
tion application as to name, address, or place of principal garaging.
(i) Impersonating an applicant for license or registration, or procuring
an impersonation whether for himself or another.
4. Disabilities
No applicant shall be eligible if he, or any person who will operate the motor
vehicle with his express or imphed consent, has a major physical or mental
disability.
5. Illegal Registrations
No applicant shall be eligible if he has, during a period of twelve months
immediately preceding the date of application, intentionally registered a motor
vehicle in Massachusetts illegally.
The Plan is administered by the staff of the Massachusetts Automobile Rating
and Accident Prevention Bureau. The voluntary assumption of these risks by the
insurance companies has, to a great degree, relieved the congestion in the docket
of the Board of Appeal, and has resulted in a gratifying improvement in the service
to automobile owners of the Commonwealth.
The totals for the assignment of risks under the Plan for the year 1940, the first
year of its operation, are as follows
:
Assignments Over the Counter . . . 9,276
Assignments by Mail . . . . . 1,816
Total Assignments 11,092
Non-renewal Notices Accepted for Credit under
the Plan 556
11,648
Number of "Declinations to Applicant" Issued by Bureau . . 712
Number of Assignments Rejected by Companies as Ineligible . 13
Compulsory Automobile Liability Insurance. — The collapse of the Canton Mutual
Liability Insurance Company and the Broad Street Mutual Casualty Company
caused the Legislature to appoint a Committee to consider ways and means of
avoiding repetition of failures of insurance companies transacting automobile
liability insurance principally. That Committee invited the comments of the Com-
missioner of Insurance. The following report and recommendations were made
to the Committee by the present Commissioner of Insurance
:
"Upon assuming the office of Commissioner of Insurance, it seemed to rne that
in order to prevent further repetition of the chaotic condition surrounding the
writing of Compulsory Automobile Liability insurance by mutual insurance com-
panies, it was essential that the persons interested in forming such companies be
required to have some personal financial responsibility in the success or failure of
the enterprise.
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"The best method of producing this result appeared to be by a statutory require-
ment that a guaranty capital be set up in an amount sufficient to buttress the
company's finances during the early period of its existence.
"Accordingly, legislation was introduced which required such companies to set
up and maintain a guaranty capital of $200,000 in addition to the $100,000 of paid-in
premiums previously required. This legislation is now Chapter 488, Acts of 1939.
"Further, it appeared necessary that there be no interlocking directorate in the
agency and premium finance organization which are usually an adjunct to mutual
hability insurance companies which specialize in writing Compulsory Automobile
Liability Insurance. Legislation to remedy this existing situation was presented
and is now Chapter 406, Acts of 1939, and by its terms prohibits an officer, director
or employee of such a company to act in a similar capacity or to be directly or
indirectly financially interested in an insurance agency or premium finance company.
"This legislation, however, does not prohibit an insurance company from operat-
ing with an exclusive agency, and therefore, the Commissioner's supervision should
be extended to include approval of the accounting system of s'uch an agency, and
the Commissioner should be vested with the authority to take the custody of all
books, papers and records of an exclusive insurance agency if the insurance com-
pany of which it is the exclusive agent becomes insolvent, and further, the Com-
missioner should be given some control over the receivership of the agency in the
event of its financial collapse.
"I also considered it imperative that the Commissioner be delegated the statutory
power to pass upon the qualifications of officers and directors of all insurance com-
panies. Until very recently there was a question as to whether or not such authority
had been granted to the Commissioner and it seemed to be the better procedure,
in the public interest, to assume that it was. Accordingly, I refused to endorse my
approval on the Articles of Incorporation submitted to me by a group of individuals
whom I did not consider capable and competent to organize and maintain an insur-
ance company of this kind. Legal action was taken in the Courts and a decision
has recently been rendered by the Full Bench of the Supreme Judicial Court. The
citation is Elmer vs. Commissioner of Insurance reported in 1939 Adv. Sheets 1585,
and the Court decided that the Commissioner had no such authority except in the
case of Life insurance companies.
"Previously, legislation specifically conveying a grant of power to the Com-
missioner of Insurance to pass upon the qualifications of officers and directors of
insurance companies had been presented to the I-egislature by me, but the same
was not enacted into law. This legislation was House Bill 52 of 1939.
"There was also included in House Bill 52 a provision conferring upon the Com-
missioner of Insurance the right to pass upon the qualifications of the Claims
Manager of an insurance company. This provision of the Bill seemed to me very
important in its relationship to the solvency of a mutual Hability insurance com-
pany writing compulsory automobile liability insurance, but as stated above.
House Bill 52 was not enacted into law.
"In my recommendations to the 1939 Legislature there was one which provided
for the supervision and licensing by the Commissioner of Insurance of premium
finance companies. The accompanying legislation was House Bill 48 of 1939, and
if it had been enacted into law, would have been a long step in the right direction
so far as the financing of pohcies of Compulsory Motor Vehicle Liability Insurance
by such organizations was concerned. This legislation was not enacted by the
General Court.
"Immediate notice of personal injury claims should be given to insurance com-
panies in order that a proper investigation of the same could be made and also that
the companies would have a better idea of their liabilities. Under the Statutory
Coverage of .|5,000 and $10,000 limits, the company is required to pay for an acci-
dent caused by one of its neghgent assureds even though the latter fails to forward
notice that he has been a participant in an accident.
"Legislation to remedy this situation by requiring the forwarding of a notice of
claim similar to that now required by statute in the so-called 'snow and ice' cases
with a provision making it possible for the Court hearing the case, to modify the
effect of failure to give such notice, if the facts warranted it, was submitted to House
Bill 56, introduced by me, but the same was not enacted into law.
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"Mutual Liability Insurance companies are required to fix in their By-laws and
policies the amount of the Contingent Liability which a member may be required
to pay if the company's financial affairs become involved. Having in mind the
difficulty which might be experienced in collecting the same if an assessment were
levied, it seemed to me that any policyholder who refused to pay should be ruled
off the road. I presented legislation empowering the Registrar of Motor Vehicles
to suspend or revoke the license of any operator who had neglected to pay a prop-
erly levied assessment of Contingent Liability. This legislation was not enacted
into law.
"The present Statutes relating to reinsurance should be amended to provide
that every reinsurance agreement contain a provision that upon failure of the ceding
compa-ny the reinsuring company will pay over to the receiver or rehabilitator an
amount sufficient to pay the claims which the reinsuring company would have been
required to pay, had the ceding company remained solvent.
"It is difficult for the Insurance Department to proceed in the Courts to close an
insurance company because usually the question of the company's solvency is
raised by opposing parties. The issue then becomes one of fact, and difficult of
speedy determination. The following extract is taken from the report of the
Special Commission on Compulsory Insurance of 1930:
'The present law requires that he (the commissioner) be able to prove the
existence of insolvency, or some other cause which may be difficult to prove,
before he can apply to the Court to stop the business of the company. This
involves an extended examination of the company's finances, pending claims
and the necessary reserves required to meet them. It may take- six weeks or
so under present conditions to complete such examination, and the condition
of the company may change for the worse meantime.'
"In the case of the Car Owners' the Court refused to take action on the facts and
figures presented by the Commissioner and in the case of the 'Commonwealth
Mutual reported in 1937 Advance Sheet 625, the Court said:—
'It is of high importance that no receivers be appointed and no decree entered
for the liquidation of a corporation except after full hearing. Great judicial
care ought always to be exercised to the end that there be no receiverships
save in instances where necessity is disclosed in order to protect rights and
prevent wrong.'
"As I view it, the main effort should be to enact legislation enabling the Insur-
ance Department to see that the company is started by proper officers, directors
and personnel, and to require the interested persons to own a stake in the company's
success by means of guaranty capital.
"I, therefore, recommend that legislation be enacted requiring:
"L All elective officers and directors of mutual liability insurance companies
be bonded for the faithful performance of their duties in a penal sum to be
determined by the Commissioner of Insurilnce. Under the present law only
the Secretary and Treasurer and each Assistant Secretary and Assistant
Treasurer are required to be bonded, and it seems more important that the
President, who is usually the managing head, should be bonded.
"2. That the law relating to the guaranty capital be amended to provide that
the same be deposited with the State Treasurer and not to be released
except in exchange for other securities approved by the Commissioner of
Insurance while the company continues to transact business.
"3. That legislation be enacted to make it a criminal offense with a substantial
jail sentence for any person found guilty of withholding or destroying the
books, papers and records of an insurance company, insurance agency, or a
premium finance company without first having received the written ap-
proval of the Commissioner of Insurance.
"4. That the Insurance Laws be amended to extend the Commissioner's super-
vision so as to include the approval of the accounting system of an insur-
ance agency operating exclusively for one company, and to vest the Com_
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missioner with the custody of the books, papers and records of such an
agency in the event of its financial failure, and also to give the Commis-
sioner some control over the receivership of an insurance agency.
"5. That an Amendment to the law be obtained, delegating power to the Com-
missioner to pass upon the qualifications of officers and directors of insur-
ance companies.
"6. That the Commissioner be given the authority to approve the Claims
Manager, and to require the Claims Manager to file a faithful performance
,
bond.
"7. That legislation be enacted relative to the licensing and" regulation of pre-
mium finance companies.
"8. That there be a requirement of notice in cases of personal injury arising
out of automobile accidents.
"9. That the Registrar of Motor Vehicles be given authority to suspend or
revoke the license of any automobile operator who has neglected to pay a
properly levied assessment of Contingent Liability."
While we believe the foregoing recommendations are constructive, the only real
sure way of preventing the collapse of insurance companies is to make certain that
honest, capable and experienced managements are premitted to conduct the affairs
of these companies. This is the primary requirement for success. A corollary re-
• quirement is adequate financing. We may have been too conservative in our sug-
gestion for minimum policyholders' surplus. Only time can prove this fact, however.
Unless our laws, governing the organization of insurance companies engaging
in the underwriting of automobile insurance under a Compulsory Law, are materi-
ally strengthened, there will be repetition of insurance company failures.
Group Accident and Health Insurance. — Improvement in business conditions
is likely to encourage employers and employees to continue accident and health
insurance written under group policies. Because of the interest of certain employees
in maintaining their coverage, coupled with the necessity for a more accurate
definition of group insurance to avoid unfair competition, we issued an order,
effective as of February 1, 1940, dealing with the subject of group accident and
health insurance. Copy of the order is attached hereto, marked Appendix E.
Departmental Rulings. — Miscellaneous rulings promulgated by the Commis-
sioner of Insurance during the calendar year 1940 are incorporated in Appendixes
Ftol.
In conclusion, I again commend the loyalty, industry, intelligence and per-
severance of a competent staff of assistants, who have willingly discharged duties
assigned to them regardless of difficulty or inconvenience to themselves.
Respectfully submitted,
Charles F. J. Harrington,
Commissioner of Insurance.
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APPENDIX A
DEPARTMENT OF BANKING AND INSURANCE
• DIVISION OF INSURANCE,
100 Nashua Street, Boston
November 29, 1940.
To General Court of the Commonwealth of Massachusetts.
In compliance with the provisions of Massachusetts General Laws, chapter 30,
section 33, as amended by Acts of 1939, chapter 499, section 5, I have the honor to
submit herewith such parts of the annual report (Pub. Doc. No. 9) of the Com-
missioner of Insurance as contain recommendations for legislative action, with the
accompanying bills.
The drafts of legislation have been submitted to the Counsel for the House of
Representatives as is required by law.
Charles F. J. Harrington,
Commissioner of Insurance.
RECOMMENDATIONS.
Retirement Systems.
1. Under the present law the Insurance Department is required to examine
annually the several retirement systems over which it has supervision. The larger
number of these systems have been inaugurated within the last three years.
Insurance companies under the law are examined once in every three years, and
it would seem that this requirement would be sufficient in so far as retirement
systems are concerned.
The proposed legislation would require that each retirement system be examined
annually for the first three years of its existence, and once every three years there-
after.
2. "Regular interest" should be more clearly defined, and the investments now
permitted to retirement systems should be restricted in the manner set forth in the
accompanying bill.
Retirement systems should be required to repay any appropriations which they
have received before surplus earnings may be distributed to members.
The law relating to county systems should be amended to provide for the re-
payment of all deficiency appropriations.
Fraternal Benefit Societies.
3. Under the authority of General Laws, chapter 176, section 16, certain fra-
ternal benefit societies are empowered to make loans on certificates issued to mem-
bers as their by-laws may provide. A question has arisen as to whether or not such
societies have the right to deduct the amount of any such loans from the face
amount of tne member's certificate in the event ihe certificate becomes payable
while the loan is outstanding.
It seems desirable that this situation be clarified, and accordingly we are present-
ing an amendment to section 30 of Chapter 176.
The investments permitted to fraternal benefit societies are set forth in Massa-
chusetts General Laws, chapter 176, section 18.
It seems advisable that in addition to those investments specified in section 18
fraternal benefit societies should be authorized to invest their funds in the shares
of Federal savings and loan associations and also in Massachusetts co-operative
banks.
Under the present law, section 22 of General Laws, chapter 176, fraternal benefit
societies may provide by their by-laws for the payment of the funeral expenses of a
member in an amount not exceeding $100 in accordance with the society's by-laws.
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The limit of $100 does not appear to be sufficie t to meet present-day conditions,
and accordingly it is recommended that the amount which a society may provide
for in its by-laws to be paid for funeral expenses of the insured be increased to .|300,
the same to be deducted from the amount payable as a death benefit.
Societies on the lodge system should be required to file a complete stenographic
report of the proceedings of supreme lodge conventions, and the latest report of
examination made by the Insurance Department should be read at the conventions
and thereafter filed at the home office of the society.
Charges and Fees for the Valuation of Annuities issued by
Domestic Insurance Companies
4. Under the present law the Insurance Department charges domestic companies
a fee in connection with the valuation of life insurance policies. There is no provi-
sion in the law, however, for the charging of a fee for the valuation of annuity con-
tracts. General Laws, chapter 175, section 14, should be amended to allow for such
a charge.
Unclaimed Funds in the Hands op Insurance Companies.
5. Unclaimed funds in the hands of insurance companies should be turned over
to the Commonwealth of Massachusetts under provisions of law similar to which
unclaimed bank deposits are now dealt with.
Legislation providing for the same is presented herewith.
Elimination of Employees' Contributions to Group Accident and Health
Insurance Policies.
6. Massachusetts General Laws, chapter 175, section 110, has always been in-
terpreted to require that an employer should contribute some part of the premium
of a group accident and health insurance policy under which his employees are
insured.
Many employers find themselves financially unable or are unwilling to continue
to make such contributions to the premiums paid on these policies, with the result
that the policies are terminated and the employees remain uninsured. Practical
experience has taught us that many employees wish to have their insurance cover-
age continued, and are willing to pay the full premium for the same.
Accordingly, an amendment to section 110 is proposed which, if adopted, will
allow group accident and health insurance policies to be issued, the premiums to be
paid in full by the insured employees ; no contribution from the employer toward
the premium being required.
Group Life Insurance Policies.
7. Legislation is herewith presented which, if enacted, will require that policies
of group life insurance issued in this Commonwealth contain a provision in addition
to those already required by law, that the insurance company, in case of discon-
tinuance of the policy after an emploj'-ee has been insured thereunder for more than
five years, will issue to him an individual policy of life insurance upon the payment
by the employee of the premium applicable to the class of risk to which he belongs,
and to the form and amount of the policy at his then attained age.
Participating Insurance Policies.
8. In order to meet present-day competition, stock insurance companies wish
to issue participating policies by the terms of which their policyholders participate
in the profits of the company.
There does not appear to be any authority in the insurance law by which a stock
company, already formed, may change or amend its charter so that it could issue
participating policies. Legislation is presented authorizing such companies to make
such a change if they so desire, and also providing that foreign stock companies
transacting business in this Commonwealth may not issue participating policies
unless specifically authorized to do so by their charters.
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Rehabilitation and Liquidation of Insurance Companies.
9. The present law relating to rehabilitation and liquidation of insurance com-
panies should be amended and brought into conformity with the latest recommen-
dations of the American Bar Association.
Liquidation Proceedings.
10. General Laws, chapter 175, section 180C, at present requires that an insur-
ance company which is the subject of a rehabilitation proceeding cannot be liqui-
dated until after it has been declared insolvent.
As the general purpose of this law was to set up a method by which a company in
financial difficulties could be taken over by a solvent company, it would seem that
the requirement of proof of insolvency was too stringent, and accordingly it is
recommended that the same be eliminated from the statute.
Expenses of Receiverships of Insolvent Insurance Companies.
11. General Laws, chapter 175, section 179, should be amended in order to
provide that all of the expenses of the receivership of an insolvent insurance com-
pany, of which the Commissioner of Insurance has been appointed receiver, may
be deducted fxom the estate of the insurance companj^ in receivership.
Legislation to that end is presented herewith.
Authority to Destroy Books, Papers and Records Deposited with the
Commissioner.
12. General Laws, chapter 175, section 178, provides that receivers shall deposit
with the Commissioner all books and papers of insolvent insurance companies.
The Department now has on hand many such documents which have been filed
over a long period of years. Legislation is presented authorizing the Commissioner
to effect the destruction of such books, papers, records and other data filed with the
Department by receivers of insolvent insurance companies after the expiration of
at least six years from the date of the receivers' discharge.
Claims for Losses against Insolvent Insurance Companies.
13. General Laws, chapter 175, section 46, gives priority to claims for unpaid
losses against certain insolvent insurers over claims for return premiums on can-
celled or unexpired policies. As this preference does not appear to be equitable,
legislation which proposes to repeal section 46 is appended herewith.
Reinsurance Contracts.
14. General Laws, chapter 175, section 20, which relates to contracts of reinsur-
ance, should be amended to provide that no credit shall be allowed to any ceding
insurer for reinsurance unless the reinsurance is payable in the event of insolvency
of the ceding insurer to its liquidator or receiver.
Under the present law the ceding insurer remains primarily liable on its policy,
and if it became insolvent the amount the reinsurance company would be required
to pay under the reinsurance contract would be the amount allowed against the
estate of the insolvent ceding insurer.
Title Insurance Companies.
15. In 1939, by the enactment of chapter 225, the receivership sections of the
insurance law were made to apply to title insurance companies. Subsequent legis-
lation, however, changed the numbers of the sections which were enumerated in
said chapter 225.
Legislation to correct the same is proposed in the accompanying bill.
Directors of Mutual Companies.
16. Under the present law, guaranty capital stockholders, who are also policy-
holders in mutual companies, have the right to vote in each capacity at the cor-
poration meetings. Directors are elected who are both stockholders and policy-
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holders, and when half the Board elected to represent the policyholders includes
directors who are also guaranty capital stockholders, the policyholders do not have
the exclusive representation to the extent of one half in the management of the
company. An amendment to section 77 should be made to make certain that one
half of the representation on the Board of Directors of a mutual company shall
consist of policyholders exclusively.
Corporation Licenses.
17. The authority now conferred by the insurance law on the Commissioner to
issue licenses to corporations to act as insurance agents, insurance brokers, special
insurance brokers, adjusters of fire losses, and insurance advisers should be revoked.
It does not appear that a corporation can perform and render the personal service
which it is necessary for an insurance agent, broker, adjuster or adviser to give to
clients who consult him.
Jurisdiction of the Supreme Judicial Court.
18. During the year 1939, by the enactment of chapter 257, the Superior Court
was given concurrent jurisdiction with the Supreme Judicial Court in cases in-
volving the Insurance Department. Formerly the Supreme Judicial Court had
exclusive original jurisdiction of these matters. It appears that it would be better
to have litigation involving the Insurance Department remain with the Supreme
Judicial Court, and accordingly legislation is presented herewith which will exclude
the Insurance Department from the operation of chapter 257.
Mergers of Insurance Companies.
19. The present law covering mergers of insurance companies (General Laws,
chapter 175, sections 19A and 19B) should be amended to provide that the com-
pany resulting from such a merger may be a continuing corporation.
Penalty for Non-Payment of Contingent Liability assessed on Compulsory
Motor Vehicle Liability Insurance Policies.
20. General Laws, chapter 175, section 81, requires mutual companies which
issue compulsory motor vehicle liability insurance policies to set forth in their
by-laws and policies the contingent mutual liability of policyholders. This feature
has always been considered a valuable asset of the insurance company, and as it
provides a method by which the company may collect additional funds in the event
of financial difficulties, a penalty for refusing to pay the same by empowering the
Registrar of Motor Vehicles the right to suspend the certificate of registration of
the motor vehicle, as well as the operator's license, should be provided.
Assigned Risks Plan for Compulsory Motor Vehicle
Liability Insurance Risks.
21. The Insurance Department should have the authority to equitably dis-
tribute and assign all risks for which applications for motor vehicle liability policies
or bonds have been executed and refused.
The accompanying bill provides the authority for the inauguration of such a plan.
Regulation of the Business of the Financing op Automobile
Insurance Premiums.
22. By the enactment of chapter 314, Acts of 1937, the Legislature extended the
powers of the Commissioner of Insurance to approve rates and charges to be made
by insurance companies who accept the pajmient of motor vehicle insurance pre-
miums under an installment plan.
There are many organizations engaged in the business of financing automobile
insurance premium payments, and such companies are not under the supervision
of any state department.
It would seem logical, therefore, if the Commissioner of Insurance has the re-
sponsibility of approving the rates charged by insurance companies who finance
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these premiums, that this duty should be extended to the supervision of all indi-
viduals or organizations engaged in a similar enterprise.
Compulsory Motor Vehicle Liability Insurance — Notice of Accident.
23. In order to investigate a motor vehicle accident properly a quick notice to
the investigating party is necessary to determine its causes as well as the extent of
the injuries occasioned thereby.
At the present time no burden is placed upon the claimant to give notice of
accident, and regardless of notice an insurer under a compulsory motor vehicle
liability policy may be obliged to make payment.
Many cases are recorded where failure of notice has made it impossible for the
defendants or the insurance companies to adequately prepare to meet a claim. This
situation leaves the control of the case almost entirelj'^ in the hands of the claimant
to present his evidence without fear of contradiction. While the cases of collusion
and deliberate falsification of testimony may be responsible for a small percentage
of losses paid by insurers, it is undoubtedly true that exaggeration of injuries is
accountable for a large percentage of such payments.
For the purpose of curbing the exaggeration or falsification of claims, legislation
should be enacted requiring the claimant to give notice of time and place of injury
and a description of the injury sustained within a limited time following the accident.
This provision should be so worded as to make it possible for the court hearing the
case to modify the effect of failure to give such notice if the facts seem ^o warrant it.
Period of Time allowed for Levying and Collecting Contingent Liability
Assessments by Mutual Insurance Companies.
24. By the terms of General Laws, chapter 175, section 85, the directors of a
mutual insurance company which has become insolvent incur personal liability
for all debts and claims outstanding against the company if they neglect for a
period of six months to lay and collect any assessment of contingent liability.
The period of time set forth in the statute is more than sufficient for action to be
taken, and accordingly it is recommended that the six months' period be reduced
to thirty days.
Deposits of Guaranty Capital by Mutual Companies Writing Compulsory
Motor Vehicle Liability Insurance Policies.
25. In order that the guaranty capital of mutual insurance companies which
write compulsory motor vehicle liability insurance policies may be safeguarded,
it is proposed to amend the law relating to the same by requiring that the guaranty
capital be deposited with the State Treasurer before the company commences to
issue policies of insurance.
Powers op the Commissioner in Respect to the Approval of the
Incorporation of Insurance Companies.
26. Massachusetts General Laws, chapter 175, section 49, places the respon-
sibility upon the Commissioner of Insurance in respect to the approval of the
articles of organization of an insurance company, and it appears that this section
of the law relative to the approval of the articles of organization and the issuance
of a preliminary certificate should be amended to define more specifically the
powers of the Commissioner in this respect.
By the terms of section 32 the Commissioner is required to, approve the account-
ing system, the accountant and the underwriter of a liability insurance company.
Practical experience has proven to us that the Commissioner should have the right
to approve the claims manager in such a company, and legislation is proposed to
empower him to do so.
It is also proposed to amend section 32 in order to empower the Commissioner
to exercise his discretion in granting a final certificate to companies other than life
insurance companies.
Foreign Insurance Companies.
27. Under the Massachusetts law a domestic company must be formed on either
the stock or mutual plan, the law relating to the admission of assessment companies
having been repealed in 1929.
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It is recommended that the definition of the words "foreign company" which
appears in Massachusetts General Laws, chapter 175, section 1, be clarified so that
no foreign company may be admitted to Massachusetts unless it is formed on the
stock or mutual plan.
Transaction of Business by Unlicensed Foreign 'Insurance Companies.
28. There are now many insurance companies in the United States which trans-
act business through the mails and thereby insure lives, property or interests in
States in which they are not duly licensed to transact business. There is no way
by which a State can directly prohibit an insurance corporation domiciled in another
State from soliciting and writing insurance on lives, property or interests within its
borders through the medium of the mails. The use of the mails for such a purpose
could be denied only by an act of the Federal Congress.
Each individual State, however, can regulate or restrict the corporate powers of
insurance companies chartered under its laws. The only effective way, apart from
such an act of Congress, to prevent insurance companies from insuring lives, prop-
erty or interests in a State in which they are not licensed is for each State to enact
a law curtailing the corporate powers of its own companies so that they will not
be permitted to insure lives, property or interests in other States unless they have
been duly licensed to transact business therein in accordance with the laws of such
States.
Section 45 of chapter 175 of the General Laws now forbids a domestic company
to appoint an agent to act for it in procuring business in any State in which it is not
duly authorized to transact business. This section does not, however, abridge the
corporate powers of a domestic company to write policies on lives, property or
interests in such a State.
While it may be that our domestic companies have not made themselves obnox-
ious to the authorities of other States by writing insurance on lives, property or
interests in States in which they are not licensed, nevertheless, the recommendation
is entirely sound in principle, and Massachusetts should lead the way by enacting
such legislation.
The bill herewith presented is, it is to be noted, restricted in its application.
(1) It permits a domestic company to write insurance on lives, property or interests
in a State in which it is not licensed if the policy is procured under a law in that
State similar to section 168 of chapter 175 of the General Laws, which permits a
special insurance broker under certain limitations to procure insurance on property
in this Commonwealth in an unlicensed foreign company when insurance in author-
ized companies cannot be obtained. (2) It applies onty to the writing of insurance
on lives, property or interests in a State which by law prohibits its own companies
from insuring lives, property or interests in this Commonwealth without being
duly licensed therein. This reciprocal provision is intended to induce other States
to prohibit their companies from doing, in so far as this Commonwealth is con-
cerned, what this bill forbids to our domestic companies. (3) The bill further per-
mits companies to continue, renew, revive or reinstate policies made in a State dur-
ing the time it was duly authorized to transact business therein, although it is not
so authorized at the time the policy is continued, renewed, revived or reinstated.
Recodification of Insurance Laws.
29. The appointment of a special commission to revise, recodify and recommend
any necessary changes, additions or amendments in the present insurance laws of
this Commonwealth is recommended, and a resolve providing for the same is in-
cluded herewith.
Investments of Insurance Companies.
30. The appointment of a special commission to study and report any necessary
changes in the insurance laws relating to the investments of capital and reserve of
insurance companies is recommended, and a resolve providing for the same is
included mth this report.
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APPENDIX B
January 9, 1940.
To All Fraternal Benefit Societies Operating Under the Lodge System,
or Incorporated Under Chapter 176, Section ^5:
The attention of this Department has been called to the fact that confusion has
arisen in many instances concerning the use of mortuary and disability funds and
the net accretions to such funds. In order that this confusion may be eliminated,
the following rulings have been made by the Commissioner of Insurance, super-
seding all previous rulings and effective immediately
:
Mortuary and disability funds and all net accretions thereto may be used only
for the payment of death or disability benefits "and no part of the money collected
for mortuary or disability purposes, or the net accretions of either or any of said
funds shall be used for expenses." (Chapter 176, Section 14.)
In order that the term "net accretions" may be uniformly interpreted, the fol-
lowing definitions will apply
:
Net accretions, as used in Section 14, Chapter 176, as respects investments in
securities and mortgages, shall mean all interest and profits on said securities and
mortgages, plus dividends where ownership of stock is permitted by law, minus
losses on such securities and mortgages.
With respect to real estate owned, the term "net accretions" shall mean the
gross income from all sources and profits from real estate sales, minus operating
expenses actually expended in connection with the maintenance of each individual
parcel and losses from real estate sales or reasonable depreciation.
Deposits in Savings institutions, "net accretions" shall mean all interest received
on such deposits, minus losses as a result of bank failures.
Under no circumstances shall home office expenses of any nature or salaries of
any employee, officer or trustee be deducted from the mortuar;^ and disability funds
and the gross accretions thereto.
Charles F. J. Harrington.
Commissioner of Insurance.
APPENDIX C
April 29, 1940.
Hon. Charles F. J. Harrington,
Commissioner of Insurance,
100 Nashua Street,
Boston, Mass.
Dear Sir:
In a recent letter you have informed me that a certain foreign benefit society
transacting business on the lodge system has applied for admission to Massachu-
setts, and you state that several of its by-laws contain provisions not in conformity
with our statutory requirements relative to the conduct of the affairs of such a
society.
You state tliat its by-laws contain a provision of the following tenor:
"If any benefit or provision permitted in these by-laws is prohibited bj' the
statutes of the State or Commonwealth in which the member joins the society,
the statutory laws shall prevail, or the said benefit or privilege shall be deemed
to be amended to agree with the provisions of such statutory laws ..."
You ask me
:
"Has the Commissioner of Insurance the authority to issue a license to a
foreign fraternal benefit society transacting business on the lodge system which
submits to the Insurance Department a set of by-laws some of whose pro-
visions are not in conformity with statutory requirements if such a code of
by-laws has included therein a saving clause similar to the one above men-
tioned?"
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By-laws are intended for the regulation of an organization's own actions and the
regulation of the rights and duties of its members among themselves. Kirkpatrick v.
Keota, 63 Iowa, 372. Flint v. Pierce, 99 Mass. 68. Commonwelth v. Turner, 1 Cush.
493.
Unlike a resolution which is addressed properly to a special or an individual case,
Budd V. St. Railway Co., 15 Oregon 413, a by-law in order to be valid must operate
generally and must be uniform in its operation among the members of an associa-
tion of the instant type. Stewart v. Fr. Matthew Society, 41 Mich. 67,
Under our statute (G.L. (Ter.Ed.) c. 176, Sect. 41), a foreign society, in order to
be entitled to a license to do business here, must be able to show that it has
"the qualifications required by domestic societies on the lodge system in-
corporated under this chapter."
The by-laws of a foreign society seeking admission must not, therefore, be such as
to indicate that it does not possess such qualifications.
The instant by-laws which you have set forth in your letter show that the foreign
society in question possesses other and different qualifications from those required
of domestic societies. The effect of such by-laws is to make different the qualifi-
cations of this society from those required of a domestic one, not only as relating
tnerely to a benefit or provision concerning an individual member alone, but as to
practices and regulations of benefits and provisions for the society and its member-
ship so interrelated to the whole structure of the organization and its mode of
carrying on its business affecting each and all of its members, that such differing
qualifications cannot be made those required of domestic societies merely by the
existence of the above-quoted provision of the by-laws which seeks to establish
different benefits and provisions for particular members of the society who might
be residents of this or other states.
Application of statutory provisions of Massachusetts to such particular members
alone not only violates the principle of essential uniformity of by-law application
among members, but by the very limitation of its application leaves the society as
such lacking in the qualifications of domestic societies. Moreover, such an appli-
cation, if attempted so as to apply to individual members from different states,
would create such a confusion of rules and administration as would necessarily fail
to bring to such individuals the same advantages as would inure to them in a
domestic society.
In my opinion, the inclusion in the by-laws of the purported saving or excepting
clause wholly fails to give to the foreign society in question, of its own force, the
same qualifications required by said chapter 176 of similar domestic societies.
Very truly yours,
Paul Dever,
Attorney General.
APPENDIX D
April 9, 1940.
Hon. Charles F. J. Harrington,
Commissioner of Insurance,
100 Nashua Street,
Boston, Mass.
Dear Sir:
I am in receipt of your recent communication asking my opinion as to whether
or not a certain fraternal benefit order may properly adopt, by addition to its
by-laws, provisions for a segregated class of members, and transfer to a reserve fund
for such segregated class alone, such portions of the reserve fund of the order itself
as may be treated as the equitable share therein of those members who enter the
segregated class.
You have set forth in your communication the following facts and have laid
before me a copy of the new proposed by-laws
:
"Some time ago the department suggested to the officers of the Order that
they take prompt steps to correct the condition above referred to. Following
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this suggestion the Order has employed competent actuaries, who suggested
additions to the by-laws of the Order, copy of which is enclosed, providing for
the establishment of a segregated class in accordance with the provisions of
section 40 of chapter 176, and further providing that those members of the
Order, who transfer to the segregated class, shall be credited with an equitable
share of the reserve funds now standing to the credit of certificates presently
issued by the Order."
The adoption by the fraternal order of the amendment to. Art. XVIII, section
4(b), of their constitution relative to reserve transfer would be, in my opinion, con-
trarj^ to the provisions of'G.L. (Ter. Ed.) c. 176, sect. 13, and cannot properly be
said to be authorized by G.L. (Ter. Ed.) c. 176, sect. 40. You may not, in my
opinion, give your approval to such amended by-law. Authority to make such a
transfer of reserve funds, as the proposed scheme to be effectuated by the amended
by-law requires, has not been given to such an order by the Legislature and your
approval, even if given, would not, in the premises, empower the organization to
make the same.
Said amended by-law with respect to "Transferred members whose certificates
are dated back" "Age (nearest birthday) at beginning of period of dating back"
(sec. 3) : provides in said section 4:
"Any member admitted to the Order prior to July 1, 1940, shall be trans-
ferred to the American Experience Class upon the following conditions
:
(a) The equitable share of such member in the Reserve Fund of the
Order, as of the date of transfer, shall be determined by the Actuary of the
Order with the approval of the Commissioner of Insurance of Massachusetts;
(b) Such share shall be transferred to the American Experience Fund and
shall be distributed therein, in a manner to be determined by the Actuary of
the Order with the approval of the Commissioner of Insurance of Massachu-
setts, so as to provide (1) a reserve to the credit of the member and (2) a
contribution to a surplus to cover the possible excess mortality of transferred
members."
G.L. (Ter. Ed.) c. 176, Sec. 13, provides, in part:
"Any society may create, maintain, invest, disburse and apply a death fund,
any part of which may in accordance with the by-laws of the society be desig-
nated and set apart as an emergency, a surplus or other similar fund, and a
disability fund. Such funds shall be held, invested and disbursed for the use
and benefit of the society, and no member or beneficiary shall have or acquire
individual rights therein, or become entitled to any part thereof, except as
provided in section sixteen, seventeen or nineteen, . . ."
Said section 13 apparently prohibits the acquisition by a member of any indi-
vidual interest in the reserve embraced in the death fund mentioned therein,
except in respect to the particular interests specifically described in sections 16
and 17 of said chapter 176.
Section 40 of said chapter 176 provides for the creation of a separate or segregated
class of members under certain conditions, but does not authorize the transfer of a
portion of the reserve or equitable part thereof concurrently with that of the transfer
of a member to the separate or segregated class. Nor is there any other statutory
provision to that effect.
The absence of a statutory provision authorizing the transfer of the reserve
concurrently with that of the member is significant. If such a transfer had been
contemplated, it seems reasonable to assert that the Legislature would have in
terms authorized it, as it did in the case of the transfer of a juvenile member to
adult membership under section 25 of said chapter 176. That provision, enacted
by St. 1917, c. 128, was in force when the separate class provision was enacted by
St. 1920, c. 217, and so were the provisions of said section 13.
The provision in said section 40 that the mortuary contributions made by the
separate class, which include those made by transferred members, shall be placed
in a separate account and used only for the benefit of the members of the class
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evidently means, in the absence of a provision for a reserve transfer, that there is
to be a separate mortuary or reserve fund for the separate class to be created only
by the mortuary contributions of the members thereof. The proposed amendment
(Art. XVIII, Sect. 1) of the society's constitution, incidentally, provides for such
a fund.
The provision in said section 40 that a society may "abolish the segregation of
the members and funds" required thereunder when it is accumulating and main-
taining a reserve for all its members not in the separate class on the same basis as
that prescribed for the separate class, and has provided for mortuary contributions
by all members calculated on said basis, seems clearly to imply that the funds of
the general class and those of the separate class are not to be mingled or fused until
the rates and the reserves of all members are on the same basis.
The proposed procedure incidental to the said amended by-law contemplates
the creation of an "equitable share" in the reserve fund, an integral portion of the
death fund, and the determination of its value. It would seem to operate to give
the member an "individual right" in, and result in his becoming "entitled to (a)
part" of said fund within the purview of those words as used in said section 13.
The fact that he would receive no cash payment would obviously not preclude his
acquiring an individual interest. The proposed transfer credit is in effect the same
as if said value were paid to him in cash and he then joined the separate class and
repaid it to the society to be credited to his certificate in said class.
A member who transfers to the separate class ceases, of course, to be a member
of the general class. His rights in^or in respect to the reserve on his certificate
accumulated prior to his transfer, and included in the "death fund" described in
said section 13, are the same as if he had withdrawn entirely from the society, or
had withdrawn and then rejoined it as a member of the separate class. In either
such case, he would not be entitled to receive payment of, or credit for such reserve,
in whole or in part, and it would have been released and inured to the benefit of
the members generally, unless the society provided for a "withdrawal equity" in
its constitution and by-laws under the authority conferred by said section 16,
which I am advised it does not.
Legislative authority for a transfer of reserves cannot properly be thought to
arise by implication because the proposed scheme may result in a sounder financial
basis for the society, nor because the transfer of reserves may result in a lower rate
of assessment for transferring members as compared with that of new entrants
into the segregated class, nor because omission to transfer reserves will render the
legal solvency of the new class doubtful until it has acquired a sufficient number of
members to create a sound basis for operation. Such considerations might be
adduced in an argument before the General Court for the enactment of provisions
authorizing such transfers. It would not necessarily be compelling in force, as the
interests of the general class members whose certificates are protected only by the
general death fund would have to be given due weight.
In New York, when the Legislature intended to permit the transfer of equitable
portions of the reserve, concurrently with transfer of members from a general to a
special class, it provided plainly and specifically by appropriate phraseology that
beneficiary societies might adopt by-laws under which such transfers of reserves
might la^vfully be made (see N.Y. Con. Laws, c. 28, Art. 7, Sect. 242).
The grant of a power to deal with mortuary and reserve fundfe in the suggested
manner is of such a character as should, particularly in Massachusetts, call for
specific phraseology, for its existence, from its very nature, is not such as to be
implied from statutory provisions not directly relative thereto.
Employment of any portion of a death fund in a manner not sp3cifically author-
ized by statute is not regarded favorably by the courts of this Commonwealth
merely because in a general way such user may be for the benefit of a fraternal order.
Catholic Order of Foresters v. Commssioner of Insurance, 256 Mass. 502, 511-512.
Very truly yours,
Paul A. Dever (signed)
Attorney General.
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APPENDIX E
ORDER
Effective on February 1, 1940.
To All Companies Writing Accident and Health Policies in Massachusetts:
The following interpretation of General Laws, Chapter 175, (Ter. Ed.) Section
110, supersedes all previous rulings pertaining to the employers' contribution to
group accident and health policies covering employees :—
1. Where the premium is to be paid by the employer and employee jointly, the
insurance company shall require from the employer a minimum contribution
to the actual premium of one cent per month per ten dollars of weekly in-
demnity.
2. Any policy or policies offered to employees where the writing company
specifies that a minimum number or percentage of employees must be covered
before any policy or policies are issued to any employee, shall be ruled by this
Department as a group policy, and the foregoing provision as to the employer-
contribution shall be effective.
3. Any policy or policies which are advertised or represented as group or group
rate policies offered to employees shall be considered as group policies, and
the foregoing provision^ relating to employer-contribution shall be effective.
4. When any policy (or policies) covering group life is combined with group
accident and health coverage a separate contribution must be made to the
premium of the accident and health coverage by the employer as specified
above.
5. The statute does not require an employer-contribution to the death and
dismemberment coverage, but where death and dismemberment is combined
with accident and health coverage, the separate statutory contribution must
be made to the premium of the accident and health coverage.
6. Nothing in this ruling shall effect existing contracts for the remainder of their
terms, but renewals thereof must be written in accordance with this order.
Charles F. J. Harrington,
Commissioner of Insurance.
APPENDIX F
January 5, 1940.
To Fraternal Benefit Societies Incorporated Under Section 1^6, Chapter 176:
Your attention is called to the fact that effective as of September 2, 1939, the
Legislature amended Section 45 of Chapter 176, to require your Society to make
investments only in accordance with Section 63 of Chapter 175 — copy ot which
is attached.
It is further provided by Section 18, that in addition to the above, funds may be
deposited in any Savings Bank or Savings Department of a Trust Company
chartered under the laws of Massachusetts.
If your Society has taken any action since September 2, which does not comply
with this section, will you please arrange immediately to bring your action in
conformity with the law.
Very truly yours,
Charles F. J. Harrington,
Commissioner of Insurance.
Section 63.
The capital of any domestic company other than life, and three-fourths of the
reserve of any domestic stock or mutual life company, shall be invested only as
follows
:
1. In the public funds of the United States or District of Columbia, or of any
state of the United States.
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2. (a) In the legally authorized bonds or notes of any county, city, town, school
or water district in the commonwealth.
(b) In the bonds or notes of any county, city, school or water district, or other
political subdivision, located in any other state in the United States, and having
a population, according to the last national or state census preceding the date of
such investment, of more than one hundred thousand inhabitants, provided that
such notes or bonds are legally authorized and are a direct obligation of the county,
city, school or water district or political subdivision issuing the same.
(c) In the bonds or notes of any county, city, town, school or water district, or
other political subdivision, located in any other state of the United States and
having an indebtedness, after deducting the amount of its water debt and securities
in the sinking funds available for payment of its bonds, not in excess of five per cent
of the valuation of property therein as assessed for taxation next preceding the date
of such investment, provided that such bonds or notes are legally authorized and
are a direct obligation of the county, city, town, school or water district or other
political subdivision issuing the same.
3. In securities of the same classes as those described in paragraph one and
clauses (b) and (c) of paragraph two, and subject to the limitations therein ex-
pressed, issued by the Dominion of Canada or any province thereof, or by any
municipality or political subdivision thereof.
4. In the bonds or notes of any railroad or street railway corporation incor-
porated or located wholly or in part in the commonwealth, or in the mortgage bonds
of any railroad corporation located wholly or in part in any state of the United
States whose capital stock equals at least one third of its funded indebtedness,
which has paid regularly for the five years next preceding the date of such invest-
ment all interest charges on said funded indebtedness, and which has paid regularly
for such period dividends of at least four per cent per annum upon all its issues of
of capital stock, or in the mortgage bonds of any railroad, railway or terminal cor-
poration which have been, both as to principal and interest, assumed or guaranteed
by any such railroad or railway corporation.
5. In the mortgage bonds of any railroad corporation located wholly or in part
in any state of the United States whose liens junior to such mortgage bonds equal
at least one third of the funded indebtedness secured by such mortgage bonds and
bonds prior thereto which has paid regularly for the five years next preceding the
date of such investment all interest charges on the said funded indebtedness, and
which has paid regularly for such period at least four per cent interest on such
junior securities.
6. In the notes of any equipment trust created in behalf of any railroad coming
within the terms of paragraph four or five, provided that the plan of such trust, in
case of any railroad coming within the terms of paragraph four, includes an initial
cash payment of at least twenty-five per cent, and, in case of any railroad coming
within the terms of paragraph five of at least forty per cent, and that such notes
mature not later than fifteen years from the date of issue.
7. In loans upon improved and unencumbered real property in any state of the
United States and upon leasehold estates in improved real property for a term of
ninety-nine years or more where fifty years or more of the term is unexpired and
where unencumbered except by rentals accruing therefrom to the owner of the fee,
and where the mortgagee is entitled to be subrogated to all the rights under the
leasehold. No loan on such real property or such leasehold estate shall exceed sixty
per cent of the fair market value thereof at the time of such loan, and a certificate
of the value of such property shall be executed before making such loan by the
persons making or authorizing such loan on behalf of the company, which certifi-
cate shall be recorded on the books of the company. Real property shall not be
deemed to be encumbered within the meaning of this paragraph by reason of the
existence of instruments reserving mineral, oil or timber rights, rights of way,
sewer rights, rights in walls, nor by reason of building restrictions or other restrictive
covenants, nor by the reason that it is subject to lease under which rents or profits
are reserved to the owner, provided that the security for such loan is a first lien upon
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such real property and that there is no condition or right of re-entry or forfeiture
under which such Uen can be cut off, subordinated or otherwise disturbed.
8. In such real property as shall be required for the convenient accommodation
in the transaction of its business, subject to section sixty-four.
9. In bonds of the American Telephone and Telegraph Company and first
mortgage bonds of its subsidiary operating companies.
10. In banker's acceptances and bills of exchange of the kinds and maturities
made eligible by law for rediscount with federal reserve banks, provided that the
same are accepted by a bank or trust company incorporated under the laws of the
United States or this commonwealth or any other bank or trust company which is a
member of the Federal Reserve System.
11. In mortgage bonds issued by light and power companies operating in states
having commissions or other regulating bodies whose approval is necessary to the
issue of such securities, provided that such companies have gross earnings for the
preceding year in excess of one million dollars and net earnings, after deducting
operating expenses, and taxes but not deducting depreciation charges, of at least
twice the interest charges on the bonds in question and all underljdng issues, in-
cluding rentals.
12. In loans upon the security of its own policies not exceeding at the time of
making the loan the legal reserve on the policy.
13. In the capital stock of companies organized under the fourteenth clause of
section forty-seven; provided that the above specified proportionate part of the
reserve of any domestic stock or mutual life company shall not be invested in such
capital stock.
14. In fftrm loan bonds lawfully issued by federal land banks incorporated under
the act of Congress approved July seventeen, nineteen hundred and sixteen, en-
titled "An act to provide capital for agricultural development, to create standard
forms of investment based upon farm mortgage, to equalize rates of interest upon
farm loans, to furnish a market for United States bonds, to create government
depositaries and financial agents for the United States, and for other purposes."
15. In loans secured by collateral security consisting of any of the above.
APPENDIX G
April 8, 1940.
To Companies Transacting Massachusetts
Workmen's Compensation Insurance:
The number of applications for assignment of Compensation Insurance under
the provisions of Chapter 489, Acts of 1939, is increasing; hence, it seems desirable
that some rules be formulated by this Department to govern this work in order that
the Plan may function in an orderly manner.
You are, therefore, advised that the following rules are deemed necessary at this
point and others may be submitted as occasion demands
:
1. You are requested to forthwith furnish the Department with the name of the
individual and the location of your Massachusetts office to which risks
assigned under the Workmen's Compensation Assigned Risk Plan may be
referred.
2. The person, whose name is furnished to this Department, should be in-
structed to give immediate attention to the issuance of a policy following
receipt of notice of assignment by this Department and collection of the
premium.
3. The representative of the assured assigned under this Plan will present a card
form in duplicate, (a copy of the form is enclosed), partially filled in by this
Department. One copy should be completed, signed and returned to the
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Department by the insurer immediately upon the issuance of the poHcy.
The remaining copy may be retained for your records.
Very truly yours,
Charles F. J. Harrington,
Commissioner of Insurance.
APPENDIX H
April 27, 1940
To All Fraternal Benefit Societies Operating Under the Lodge System, or Incorporated
Under Chapter 176, Section 45:
Since the ruling of this Department, dated January 9, 1940, relative to the use
of mortuary and disability funds and net accretions to such funds, the question has
been raised concerning the use of surrender charges for expenses.
In order that there may be a uniform treatment of the funds derived from sur-
render charges, it is the ruling of this Department that all such funds must remain
in the mortuary fund and used for mortuary purposes only. Any other view would
be in violation of Section 14 of Chapter 176 of the Massachusetts General Laws.
If the by-laws of your organization in any way conflict with this ruling, please take
immediate steps to adopt the necessary amendments.
Some societies have sustained losses in excess of the penal sum of bonds guaranty-
ing the integritj' of employees. Such losses must be chargeable against the expense
fund and not against the mortuary or disability funds. Officers of all societies,
operating within the Commonwealth of Massachusetts, are urged to give careful
consideration to the adequacy of bonds for employees and officers handling the
funds of the order.
This ruling shall become effective immediately and must be followed with respect
to all transactions of the current fiscal year.
Will you please acknowledge receipt of these instructions.
Very truly yours,
Charles F. J. Harrington,
Commissioner of Insurance.
IMPORTANT
APPENDIX I
September 24, 1940.
To the Publishers of All Newspapers, Magazines or Other Periodicals Printed ]in
Said Commonwealth and the Managers of All Radio Broadcasting Stations
Located Therein:
The Commissioner of Insurance respectfully directs your attention again to
chapter 25 of the Acts of 1933, which prohibits the printing or publication of certain
advertisements of foreign insurance companies or foreign fraternal benefit societies
that are not duly licensed in this commonwealth, in newspapers, magazines or
other periodicals published in the commonwealth or over radio broadcasting stations
located therein.
This Act inserted section 160A in chapter 175 of the General Laws. It took
effect on February 16, 1933 and reads:
Section 160A, No person shall print or publish or cause to be printed or
published, in any newspaper, magazine, pamphlet or other periodical any
advertisement for or on benalf of any foreign company or fraternal benefit
society not licensed to transact business in this commonwealth, wherein such
company or society solicits, or which is designed or intended to solicit or induce,
residents of the commonwealth to take out policies of insurance, annuity or
pure endowment contracts or benefit certificates, issued or made by such com-
pany or society, or to act in any manner in the solicitation of application for,
or to negotiate or act or aid in the negotiation of, such policies, contracts or
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certificates, or to collect premiums thereon, and no person shall transmit or
publish any such advertisement for or on behalf of any such company or
society from any radio broadcasting station located in the commonwealth.
Violation of this section shall be punished by a fine of not less than fifty nor
more than five hundred dollars. This section shall not apply to newspapers,
magazines, pamphlets or other periodicals printed or published outside the
commonwealth.
The word "person" as used in this statute includes by definition in section 7 of
chapter 4 of the General Laws, firms, associations and corporations.
Information before the Department indicates that an advertisement of the Old
American Insurance Company, an unlicensed foreign insurance concern of Kansas
City was published recently in spite of the prohibition of the statutes. No more
advertisements of this concern or other unlicensed concerns should be published
in this commonwealth.
We are enclosing a list of companies authorized on this date to do business in
Massachusetts. This list, of course, is subject to future changes as present com-
panies withdraw from the State or new companies are admitted.
The Department will gladly inform you, upon request, whether any insurance
company or fraternal society is duly licensed in the Commonwealth, and in view
of this statute, it is respectfully requested that you ascertain whether any company.
or society offering to you advertising of any kind is duly licensed in the common-
wealth, before its advertisement is published or broadcast.
Your cooperation in respect to this matter will be appreciated.
Respectfully yours,
Chakles F. J. Harrington,
Commissioner of Insurance.
REPORT OF RECEIVERSHIPS OF INSURANCE COMPANIES AND
FRATERNAL INSURANCE CORPORATIONS
Atlantic Mutual Casualty Insurance Company— Arthur F. Bickford, 53 State
Street, Boston, was appointed temporary receiver on April 24, 1931. This appoint-
ment was made permanent on May 15, 1931. An examination of the receiver's
accounts from October 21, 1939, the date of the previous examination, through
December 31, 1940, shows no income received during the period and but one dis-
bursement amounting to $37.50 for the receiver's bond. This leaves a balance of
$7,167.19 on deposit with the First National Bank of Boston on December 31, 1940,
Bristol Mutual Liability Insurance Company— Alfred R. Shrigley, 11 Pemberton
Square, Boston, was appointed temporary receiver on October 30, 1929. This
appointment was made permanent on November 6, 1929. In accordance with a
decree issued by the Supreme Judicial Court dated July 12, 1939, the balance of
$424.85 which represented outstanding checks for dividends was turned over to
the Treasurer and Receiver General of the Commonwealth. In February, 1940,
the receiver turned over all records and papers relative to the receivership to the
Commissioner of Insurance. Subsequently Mr. Shrigley died before he was able
to seek his final discharge as receiver.
Broad Street Mutual Casualty Insurance Company— John T. Noonan, 1 Federal
Street, Boston, was appointed temporary receiver on December 28, 1938, and
pernianent Receiver on March 8, 1939. The receiver mailed to claimants and
creditors 12,194 proofs of claim, of which 2,979 proofs of claim were filed with the
receiver and 177 proofs of claim were filed late. In all, there were 3,156 proofs of
claim filed. Of that number, 3,030 claims represented claims for personal injury
and property damage and 126 claims of a miscellaneous nature. The demand made
on said proofs of claim amounted to over $2,775,000.00. The receiver and his
associates reviewed 2,979 claims and mailed notices to 123 miscellaneous creditors
and to 500 claimants with recommendations of the receiver for allowance and
disallowance. On December 29, 1938, the Supreme Judicial Court entered an In-
terlocutory Injunction Decree enjoining plaintiffs and their attorneys from further
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prosecuting their actions or suits now pending or hereafter instituted against
persons insured by and holding insurance poHcies issued by the Broad Street Mutual
Casualty Insurance Company to recover for personal injuries or for property
damage alleged to have been caused by motor vehicles owned or operated by such
persons and directing the receiver to file in each suit, known to the receiver, a copy
of said Interlocutory Injunction Decree and by mailing a copy of this decree of in-
junction to the plaintiff or his attorney. The receiver filed a copy of said Inter-
locutory Injunction Decree in each suit and also mailed a copy of said decree to
the plaintiff or his attorney. There were 68 petitions filed with the Supreme Judicial
Court by attorneys representing plaintiffs in their actions against our assureds for
the modification of the Interlocutory Injunction Decree and upon waiving all their
rights and interests in the assets of the receivership, the Court entered decrees
authorizing the plaintiffs to proceed further with their actions. The disbursements
from January 1, 1940 to August 8, 1940 amounted to $17,006.43, including
$12,500.00 for the receiver's compensation on account. John T. Noonan resigned
as receiver on August 8, 1940.
Charles F. J. Harrington, 100 Nashua Street, Boston, Commissioner of Insur-
ance for the Commonwealth of Massachusetts, was appointed successor receiver
under General Laws, chapter 175, section 179, without additional compensation,
and Charles Shulman, 89 State Street, Boston, was appointed counsel for the
receiver. An examination of the receiver's accounts as of August 8, 1940, shows
miscellaneous receipts of $15.00, cash on deposit in four banks in Boston in the sum
of $142,375.98, furniture and office equipment valued at $762.75 and six pending
suits, value undetermined. The successor receiver reviewed, with permission of
the Court, 177 proofs of claim filed late and about 600 claims were re-review^d.
There are over 1,700 pending suits in the Courts of the Commonwealth. The re-
ceiver filed copies of the Interlocutory Injunction Decree in suits and mailed copies
to claimants or their attorneys; he filed various petitions and attended hearings
before the Supreme Judicial Court. Modification of the Interlocutory Injunction
Decree was allowed by the Court in eleven suits. Notices were mailed to claimants
or their attorneys of the former Receiver's recommendations for allowance and dis-
allowance in 2,356 proofs of claim. The appearance of the receiver and his counsel
was filed in several hundred suits, he attended pre-trial sessions, removed defaults
and filed answers in behalf of the assureds and checked the trial and pre-trial lists
of the various Courts. An examination of the successor receiver's accounts from
August 8, 1940 to December 31, 1940, shows receipts of $231.45 for sale of office
furniture and equipment and $79.45 a refund on former receiver's surety bond.
The disbursements during the same period amounted to $5,565.66, which includes
$3,250.00 as final compensation to former receiver. The total receipts for the year
were $325.90 and disbursements $22,572.09, leaving a cash balance of $137,121.22
on deposit with banks on December 31, 1940.
Canton Mutual Liability Insurance Compamj — On July 19, 1939, following the
entry of the decree in the Supreme Judicial Court appointing the Commissioner of
Insurance as receiver of the Canton Mutual Liability Insurance Company in the
place of Lafayette R. Chamberlin, resigned, Mr. Chamberlin turned over to the
Commissioner, in open court, a check on the National Shawmut Bank amounting
to $3,471.34, made payable to Charles F. J. Harrington, Commissioner of Insur-
ance, in his capacity as receiver of the Canton Mutual Liability Insurance Com-
pany. This check was deposited in the First National Bank on Friday, July 21,
in a special account in the name of Charles F. J. Harrington, Commissioner, as he
is receiver of the Canton Mutual Liability Insurance Company. Furniture and
fixtures, having an estimated value of $300.00, were also turned over to the new
receiver. For the balance of 1939, $600.08 was expended in the conduct of the
receivership. These amounts were paid for salary of clerk and other expenses inci-
dent to the conduct of the affairs of the receivership. The balance on hand January
1, 1940, was $2,871.26. Expenditures during the year 1940 for salary of clerk, tele-
phone, incidental office expenses, taxes, constables' fees, amounted to $1,701.74 —
leaving a balance of $1,169.52 in the hands of the receiver as of December 31, 1940.
On July 31, 1940, Attorney Patrick A. Menton was appointed Counsel for the
receiver after hearing on petition to the court.
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During the year 1940, the receiver acting as Commissioner of Insurance en-
deavored to secure the delivery of certain books and records alleged to have been
destroyed. The purpose in seeking the production of these books and records was
to determine the whereabouts of certain assets of the Company alleged to be in the
possession of the Beacon Insurance Agency — an agent of the Canton Mutual
Liability Insurance Company. All efforts to secure these books and records having
failed, the matter was referred to the Attorney General for action in accordance
with Section 3a of Chapter 175 of the General Laws.
Petition for assessment of the policyholders was prepared by the Counsel for the
receiver and presented to the Court. The purpose of the assessment was to provide
funds with which to reimburse claimants who had been injured by the operation of
automobiles insured in the Insurance Company. The alleged liabilities to injured
persons amounted to approximately $394,000.
The Court appointed Mr. A. X. Dooley as an auditor to determine the necessity
for the assessment and report the facts to the Court. Hearings were started before
the auditor on December 2, 1940, and were still in progress on December 31, 1940.
It is apparerit from the foregoing report of income and disbursements that the
funds of the Receivership are not adequate to meet the expenses which will be in-
curred in connection with the levy of an assessment. It is almost certain that the
Court will order the directors to levy an assessment on the policyholders of this
Company. We believe, therefore, in the interest of economy of operation of the
Receivership that it is wise to undertake the preliminary work necessary to the col-
lection of the assessment. We are anxious to make available to the claimants against
the estate of this Company the largest possible amount in the shortest possible time.
To accomplish this purpose, we presented the facts to the Legislature and requested
an appropriation. We argued that because the State required that all automobile
owners take out insurance, the State should be interested in reaching and applying
all assets of the insurance company for the benefit of the citizens of our Common-
wealth in whose interest the Compulsory Motor Vehicle Law was enacted. The
contingent liability of members of a mutual company is a valuable asset which it is
the duty of the Receiver to develop. Without available funds, the work cannot be
undertaken.
During the year 1939 there was appropriated $3,500 for the fiscal year 1939 and
16,000 for the fiscal year 1940. The sum of $640.00 was expended for salariis during
the calendar year 1939. Expenditures during the calendar year 1940 for salaries,
counsel's fees, rent and light totaled $3,782.84. The balance of the appropriations,
amounting to $5,077.16, was returned to the Commonwealth.
Commonwealth Mutual Liability Insurance Company— Henry P. Fielding,
Charles F. Lovejoy and William C. Giles, 720 Beacon Building, 6 Beacon Street,
Boston, were appointed temporary receivers on December 15, 1936, and these
appointments were made permanent on December 26, 1936. Later William C.
Giles resigned. An examination of the receivers' accounts in verification of their
report filed with the Supreme Judicial Court and covering the period from January
1, 1940 to December 31, 1940 showed income of $56.60 from sale of furniture and
disbursements of $12,791.06. These disbursements included $5,000 on account to
each of the two Receivers, $1,000 for personal injury and property damage claims
against policyholders and $1,791.06 for clerical help and other expenses. Assets
on hand December 31, 1940, amounted to $26,821.57, including .$23,024.07 in cash,
$2,155.70 in United States Treasury bonds deposited with insurance companies as
collateral on removal bonds in tort actions, insurance premiums receivable amount-
ing to $1,061.55 and furniture and equipment carried at $580.25.
Conveyancers Title Insurance and Mortgage Company— Joseph J. Mulhern and
George Alpert, 18 Tremont Street, Boston, and John W. Corcoran, 27 State Street,
Boston, were appointed temporary receivers on November 24, 1936. They were
appointed permanent receivers on December 10, 1936 and continued as such until
September 30, 1939, at which time George Alpert was made the sole receiver. An
examination of the receiver's accounts and his report to the Supreme Judicial Court
as of September 30, 1940, showed cash assets on that date amounting to $424,230.25.
During the preceding twelve months distributions to securities holders amounting
to $571,897.46 were made on account of principal and $353,611.83 for interest.
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$21,270 was paid on account of receiver's fees and $10,400 on account of receiver's
drawings.
Independent Taxicab Owners Mutual Insurance Company— Donald E. Mayberry,
20 Pemberton Square, Boston, was appointed temporary receiver on November 15,
1927. This was made permanent on November 18, 1927. The only remaining asset
in the receivership is a balance of $32.09 in the State Street Trust Company of
Boston representing unclaimed checks for dividends.
Lawyers Title Insurance Company — Edward A. Counihan, Jr., Charles F. Love-
joy and Stewart C. Woodworth were appointed temporary receivers on March 14,
1939, and were made permanent receivers on April 12, 1939. Examination of the
receivers' accounts and final report to the Supreme Judicial Court showed income of
$3,127.52 since December 31, 1939, the date of the previous examination, and dis-
bursements of $29,502.68 including $13,000 for receivers' fees and $10,021.40 for
counsel fees and other expenses leaving a balance of $500,394.84 which was dis-
tributed to the creditors in August, 1940. On September 17, 1940, the receivers were
discharged by order of the Supreme Judicial Court.
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MASSACHUSETTS ACCIDENT COMPANY
The Massachusetts Accident Company is a domestic insurance company here-
tofore authorized under the laws of this Commonwealth to issue policies of health
and accident insurance and carrying on its business and having a usual place of
business in Boston, in the County of Suffolk. The company also transacted business
in other states which, under the provisions of Sections 180A, 180B and 180C of
Chapter 175 of the General Laws (Ter. Ed.) as inserted by Chapter 472 of the Acts
of 1939, are reciprocal states.
Upon appHcation duly made on August 23, 1939 by the Commissioner of Insur-
ance of the Commonwealth, under Section 180B for his appointment as receiver to
rehabilitate and to conserve the assets of the Massachusetts Accident Company,
the Commissioner was, by decree of the Supreme Judicial Court entered on August
23, 1939, duly appointed temporary receiver and by decree of said court entered on
August 30, 1939, was duly appointed as permanent receiver and authorized to take
possession of all of the property and effects of said company and to conduct its
business for the purpose of rehabilitating it, and was authorized to pay out such
sums as he might determine to be necessary or proper for the ordinary carrying on
of the business of the respondent pending its -rehabilitation.
The purpose of the Rehabihtation Statute was to prevent the forced liquidation
of insurance companies which might find themselves in difficulties, resulting in dis-
tressed sale of assets, loss of going concern value, and excessive cost of liquidation.
Its aim was rather to preserve to the policyholders the benefit of the insurance pro-
tection wherever possible, and to secure for their benefit the going concern value of
their company.
These were the first proceedings of its kind in the Commonwealth of Massachu-
setts, and, so far as is known, in anj^ other jurisdiction save one, dealing with the
rehabilitation of an accident and health insurance company. Due to this fact,
throughout the proceedings there arose many questions of first impression, as to
which the receiver did not have the benefit of precedent.
Upon his appointment as receiver for purposes of rehabjHtation, the Commis-
sioner took possession of the offices of the Massachusetts Accident Company located
at 87 Kilby Street, Boston, and other offices of the company, including all books of
accounts, records, memoranda, claim files, bank accounts, safety deposit boxes, all
cash on hand and not on deposit, all securities of every nature and description, and
all other property, tangible and intangible, including office furniture, office equip-
ment, etc., belonging to said insurance company. A Deputy Commissioner was
immediately placed in charge of the company and proceeded under the supervision
and direction of the receiver to conduct the business of the company in compliance
with decree of the Court.
On the eighth day of September, 1939, the receiver, with the approval of the
Court, appointed A. B. Casson, Esq. as his counsel.
The Massachusetts Accident Company was the first company in America to
write accident and health insurance, and the first company in America to write
non-cancellable accident and health policies of insurance, and established a business
writing approximately 40,000 poficies of which approximately 35,000 policies were
of the cancellable type, and approximately 5,000 policies were of the non-cancellable
type.
At the time of the institution of these proceedings, the company was doing
business in twelve states including the District of Columbia.
In compliance with the statutory requirements, General Laws, Chapter 175,
Section 180D (Chapter 472 of the Acts of 1939) notice of the proceeding was sent,
postage prepaid, to approximately 40,000 policyholders.
The hazardous condition of the company being known to the Insurance Com-
missioners or corresponding officials in the various states in which the company was
doing business, immediate steps were taken by the Receiver to obtain the coopera-
tion of such Insurance Commissioners or corresponding officials, in order to obtain
permission for the continuance of the business of the company in such states during
the pendency of these rehabilitation proceedings. If the conduct of the business of
the company by the receiver was not permitted in the various states, rehabilitation
as contemplated by these proceedings would have failed, and immediate liquidation
would have resulted to the detriment of all policyholders.
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Through correspondence, telephonic communications and personal interviews,
the receiver obtained the cooperation of the officials of all states in which the com-
pany had been doing business, and the company was permitted to continue to do
business in such states pending these proceedings.
On the eighteenth day of September, 1939, the receiver, with the approval of the
Court, appointed Edmund S. Oppenheimer as Special Administrative Assistant to
take charge of and conduct the business of the company as a going concern under
the supervision and direction of the receiver.
The receiver, as Commissioner of Insurance, caused an examination of the books
of the company to be made by the examiners of the Department of Insurance. An
inventory of all the goods, effects and assets of every description was made by the
receiver which indicated that there came into his possession as of the day of his
appointment, in accordance with inventory schedule on file in this Court, assets in
the sum of $1,675,496.93.
Immediately after his appointment as counsel for the receiver, A. B. Casson,
Esq. made a survey of the suits pending in the various states in which the company
was doing business, and examination of the claims which were pending. There were
found to be many suits pending in many jurisdictions and innumerable claims
which required immediate attention. These suits and claims received daily atten-
tion of counsel for many months in order to properly protect, prosecute or defend
the interests of the respondent company.
Counsel for the receiver acted not only in the usual capacity as counselor and
attorney to the receiver in the receivership proceedings, but at the same time as
counselor and attorney for an Insurance Company which the receiver was operat-
ing as a going concern, writing and renewing insurance policies with premiums
approximately in the sum of $1,223,011.76, and paying claims in the usual manner
during the trying period of a rehabilitation proceeding.
Because of the existence of a reciprocal Rehabilitation Statute in the State of
New York where many suits against the respondent company were pending, counsel
for the receiver was of the opinion that it was advisable to attempt to obtain a stay
of proceedings in that jurisdiction. Accordingly, he caused to be instituted in the
Supreme Court in the State of New York,a petition for a stay of proceedings in all
cases pending in that jurisdiction on the ground that under the New York Re-
habilitation Statute, as well as on the basis of comity between states (the Supreme
Judicial Court having restrained the prosecution of all actions against the company)
as well as on t! e ground of sound public pohcy, such actions should be stayed and
the receiver be given an opportunity to promulgate a rehabilitation program and
plan unhampered by individual suits.
On April 16, 1940, the New York Court of Appeals reversed the Supreme Court
and the Appellate Division and sustained the position of the receiver, and all
actions in New York were permanently stayed.
With the approval of the Court, on the third day of October, 1939, the receiver
employed the firm of S. H. & Lee J. Wolfe of New York as consulting actuaries for
•the purpose of assisting the receiver in the promulgation of a rehabilitation plan
based on scientific and actuarial computation. This firm of actuaries made a
thorough examination of the company, as well as of the policies in force and the
claim experience of the respondent company under each type of policy.
As a result of study by the receiver, his counsel and the actuaries, it became
apparent that one of three steps were available to the receiver in connection with
the disposition of the business of the respondent company.
1. Rehabilitation through the formation of a new company to assume and re-
insure the policies of the respondent company, some in full and some on the
basis of reduced benefits under the policies of insurance. (This was substan-
tially the plan followed in the Pacific Mutual Life Insurance Company case
in California which is the only precedent for rehabilitation of an Insurance
Company doing a health and accident insurance business.)
2. Reinsurance of the business of the respondent company with some sound
existing company.
3. Liquidation.
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The receiver was of the opinion that of these three alternatives Hquidation was
the least desirable because in liquidation the policyholders would receive less than
in either rehabilitation or reinsurance. The receiver had in mind that the company
was issuing a policy of insurance that could not be obtained in any other company,
and that many of the policyholders were uninsurable, and that the very valuable
agency force, good will and going concern value of the respondent company could
not be realized upon in liquidation. It was the purpose of the receiver, if possible,
to preserve to the policyholders their insurance protection rather than to provide
for them a small cash dividend which would be the result in liquidation.
The receiver hesitated to organize a new company for the reason that it would
have been necessary to take from the assets of the respondent company, which, in
accordance with the inventory on file was $1,675,496.93, approximately the sum of
$300,000.00 for capital and surplus, thereby depleting the assets available for the
benefit of policyholders to the extent of said $300,000.00 or 18% of the total assets
of the company. He furthermore was apprehensive, as a result of actuarial and
technical advice, and upon advice of counsel, that a new company formed by him
might itself become impaired within a short period of time.
Accordingly, the receiver began conversations with several Massachusetts com-
panies doing an accident and health insurance business, in order to determine the
most advantageous terms upon which reinsurance of the respondent company
business could be effectuated. These conversations continued for several weeks.
For one reason or another, four Massachusetts companies doing accident and health
business with which the receiver conferred seeking a proposal for reinsurance of the
business of the Massachusetts Accident Company, refused to become interested
in any reinsurance plan. Thereupon, the receiver decided to seek a proposal from
an out-of-state company. The Union Mutual Life Insurance Company of Maine,
a sound conservative New England Company which has been doing business for
ninety-two years, was approached for a proposal, and after very many weeks of
negotiation, the receiver and the said Union Mutual Life Insurance Company
agreed upon a proposal which is contained in the Reinsurance and Management
Agreement between the receiver and the Union Mutual Life Insurance Company
on file with the court. This proposal from the Union Mutual Life Insurance Com-
pany was more advantageous to policyholders of the Massachusetts Accident
Company than the proposals sought from the four Massachusetts companies.
Briefly, the Reinsurance and Management Agreement provides that the Union
Mutual Life Insurance Company is to assume in full, the approximate 35,000 can-
cellable policies of the Massachusetts Accident Company. It is to assume, on modi-
fied terms set forth in the Reinsurance and Management Agreement the approxi-
mate 5,000 non-cancellable policies of the Massachusetts Accident Company. The
assets of the Massachusetts Accident Company are to be set aside as a separate
fund to be known as the Non-Cancellable Fund with the Union Mutual Life Insur-
ance Company, said Fund to be used solely for the benefit of non-cancellable policy-
holders of the company as set forth in said agreement.
Under the terms of the said agreement the receiver is to retain sufficient money
to pay the costs of liquidation and the cost of administration of the estate, and
sufficient money to distribute to policyholders who refuse to assent to the plan of
reinsurance with the Union Mutual Life Insurance Company the amount to which
they would be entitled in liquidation. If the receiver has not retained sufficient
money, the Union Mutual Life Insurance Companj^ agrees to turn over such sums
as may be necessary to pay pohcyholders their distribution in liquidation. The
said Company agreed to and did pay to the receiver 45% of the unearned premium
reserve of the cancellable business of the Massachusetts Accident Company which
in round figures amounted to some $50,000.00. This sum of $50,000.00 is to be
credited to the Non-Cancellable Fund for the benefit of non-cancellable policy-
holders.
In addition, the Union Mutual Life Insurance Company agrees that 50% of the
profits from the renewals of cancellable business, as long as any renewals occur, are
to be credited to the non-cancellable fund for the benefit of non-cancellable policy-
holders.
In addition, the Union Mutual Life Insurance Company agrees that 50% of the
profits of all new business written by their agents or the agents of the Massachusetts
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Accident Company during the period of five years, be credited to the Non-Can-
cellable Fund for the benefit of non-cancellable policyholders.
The Union Mutual Life Insurance Company, in addition, agrees to credit the
Non-Cancellable Fund on the balance of the Fund with interest at the rate of 3%
per annum.
All of these additions to the Non-Cancellable Fund are to enure to the benefit
of the non-cancellable policyholders to the end that there might ultimately be
restoration in the benefits to non-cancellable policyholders as provided in said
agreement.
The plan does not contemplate that any policyholder is compelled to accept re-
insurance with the Union Mutual Life Insurance Company. It is merely an offer
which could be accepted or rejected by the policyholders. If a poHcyholder re-
jected the offer, his right to file a proof of claim in liquidation against all the assets
of the Massachusetts Accident Company was preserved.
It is provided further that policyholders who accepted the benefits of said Re-
insurance and Management Agreement, or who are deemed to have accepted and
assented to and be bound thereby, are conclusively deemed to have sold, trans-
ferred and assigned to the receiver for the purpose of carrying out said agreement,
all his claim to and all his right, title and interest in and to all the assets and other
property of the respondent company and the receiver, and any and all dividends
or distribution to which he would be entitled upon and from the liquidation of said
company.
_
'
,
During the pendency of the negotiations with the Union Mutual Life Insurance
Company, the receiver took steps to effect economies in the operation of the busi-
ness, consistent, however, with the thought that the company was to be preserved
as a going concern in order that advantage could be taken of the valuable asset of
good will and going concern value of the oldest accident and health insurance
company in America, and a valuable agency force built up over a period of years
consisting of several hundred agents who were producing profitable business in the
cancellable field of the company's activities. The receiver was able to discontinue
the writing of many types of non-profitable pohcies.
During this period, there were many attempts on the part of many policyholders
and their attorneys in every state in which the company had been doing business,
to obtain lists of policyholders in order to form what they called "Protective Com-
mittees.'' The receiver consistently refused to furnish policyholders' lists on the
ground that if they were furnished to one pohcyholder or attorney, they would of
necessity have to be furnished to all of them, with the result that there would be a
general soUcitation, by a great many lawyers, among the policyholders for their
representation, resulting in utter confusion and with the ultimate probable result
of forcing the company into liquidation to the detriment of all policyholders.
During this period there were many petitions by policyholders for leave to in-
tervene as parties. These interventions were allowed by the Court. There were
petitions to declare the company insolvent, petitions attacking the constitution-
aUty of the Act under which these proceedings were instituted, and petitions for
the appointment of receiver for purposes of Hquidation, all of which were rejected
by one or more Justices of the Court.
A petition brought by a policyholder attacked the validity of the appointment
on August 23, 1939, of a Receiver for purposes of rehabilitation on the ground that
the emergency preamble which purported to make Chapter 472 of the Acts of 1939
effective upon its enactment on August 12, 1939, was not in compliance with the
provisions of the Constitution with reference to emergency preambles in that the
preamble did not set forth the facts which constitute the emergency.
As a result of the raising of that question upon that petition, the receiver com-
plied with the suggestion of Mr. Justice Lummus, and on February 7, 1940, re-
instituted proceedings for the appointment of receiver for purposes of rehabilita-
tion under Section 180B of said Chapter 4Z2 of the Acts of 1939, and refiled all of
the pleadings in the proceedings to that date de novo. Thereafter, on February 9,
1940, Mr. Justice Lummus, by decree, fused the original proceeding with the sub-
sequent proceeding. After such refiling and fusion, it became necessary to obtain
a vote of the Board of Directors of the Massachusetts Accident Company validating
and approving, and adopting as the action of the company, all of the acts of the
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Commissioner from August 23, 1939 to February 9, 1940. Such a vote was obtained.
During this period the receiver had been giving careful attention to the securities
port-foHo, and on February 23, 1940, filed a petition with the Supreme Judicial
Court for authority to sell securities. Upon the entry of the Order authorizing the
receiver to sell securities, he proceeded to dispose of the securities in his possession,
and from that date to March 25, 1940, sold in open market securities in the amount
of 1835,212.91. The securities thus sold in the open market were at prices in excess
of the valuations placed thereon by appraisals.
The State Treasurer had on deposit securities belonging to the Massachusetts
Accident Company amounting to $200,000.00. After many conferences with the
State Treasurer, his Deputies and Secretary, the State Treasurer refused to sur-
render these securities to the receiver without Court Order, and accordingly, it was
necessary to obtain a decree from this Court ordering the State Treasurer to turn
over to the receiver securities valued in the sum of $200,000.00.
The drafting of the Reinsurance and Management Agreement between the
receiver and the Union Mutual Life Insurance Company consumed many weeks
of very intensive work under great pressure with rather complete disregard for
ordinary working hours on the part of the receiver and his counsel. It involved
continuous conferences with actuarial consultants, actuaries of the Department,
receiver, actuaries of the Union Mutual Life Insurance Company, counsel for the
Massachusetts Accident Company, counsel for the Union Mutual Life Insurance
Company, and other officials of the Union Mutual Life Insurance Company.
Upon the determination by the receiver to consummate the agreement with
the Union Mutual Life Insurance Company, briefly set forth herein, the question
arose as to whether the plan constituted a rehabilitation proceeding under the pro-
visions of Section 180B of Chapter 472 of the Acts of 1939, or whether it constituted
a liquidation proceeding under the provisions of Section 180C of said chapter. It
was decided that the proceeding was properly a liquidation proceeding and should
be brought under said Section 180C.
Accordmgly, petition was filed for the appointment of a receiver for purposes
of liquidation upon the ground that the respondent company was insolvent, and
for the approval by the Court of the Reinsurance and Management Agreement
with the Union Mutual Life Insurance Company.
In compliance with the provisions of Section 180D of said Chapter 472, notice
of the proceeding was sent, postage prepaid, to approximately 40,000 policyholders.
By decree entered on the sixteenth day of February 1940, Mr. Justice Lummus
declared the Massachusetts Accident Company to be insolvent and appointed
Charles F. J. Harrington, Commissioner of Insurance for the Commonwealth of
Massachusetts, receiver for purposes of liquidation.
On that date, Mr. Justice Lummus authorized the receiver to continue the
conduct of the business of the respondent company to and including February 23,
1940, pending further revision of the Reinsurance and Management Agreement.
During the period from February 16, 1940 to February 23, 1940, as a result of
the position taken by Mr. Justice Lummus, it became necessary to redraft the
Reinsurance and Management Agreement in order to separate it into two parts;
the first part dealing with the cancellable business to be independent of the second
part dealing with the non-cancellable business. This was necessary in order that
the cancellable business involving the good will of that part of the business and the
agency force and going concern value could be realized upon through sale to the
Union Mutual Life Insurance Company regardless of the fate of that part of the
agreement which dealt with the non-cancellable business of the Massachusetts
Accident Company.
Accordingly, concentrated effort involving many over hours per day, was neces-
sary during that period to deal with this emergency, and on February 23, 1940,
there was presented to the court an amended agreement dealing with the cancel-
lable business as Part I thereof and independent of the non-cancellable business as
Part II thereof.
On said date Mr. Justice Ronan, after hearing, approved the Reinsurance and
Management Agreement in toto as being in his opinion the best proposal in the
interests of the policyholders that could be obtained.
Thereupon, the receiver immediately put Part I of the agreement into effect;
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namely, the transfer of the cancellable business involving 35,000 policyholders,
to the Union Mutual Life Insurance Company. This involved the transfer of
moneys, securities, records, and that part of the agency force which dealt with the
cancellable business.
By decree entered February 23, 1940, Mr. Justice Ronan ordered that non-
cancellable policyholders be allowed thirty days within which to accept or reject
the provisions of Part II of said agreement.
In compliance with said decree, notice to approximately 35,000 cancellable
policyholders informing them of the effectuation of Part I of said agreement was
mailed, postage prepaid, and notice to approximately 5,000 non-cancellable policy-
holders informing them of their right to elect or reject the provisions of Part II of
said agreement was mailed, postage prepaid.
In order to assist the policyholders in their decision whether to accept or reject'
the benefits of the agreement, a great amount of work was entailed between Febru-
ary 23, 1940 and March 25, 1940, the date of the expiration of the thirty day period
allowed by the Court. There were innumerable conferences by telephone and by
person with policyholders, their attorneys, agents, brokers, and other persons.
A great deal of correspondence was necessary to be handled replying to inquiries
of policyholders and explaining the terms of the agreement and the rights of the
parties.
On March 25, 1940, it appearing that 192 non-cancellable policyholders elected
to reject the terms of the agreement, and 4,478 non-cancellable policyholders
accepted or were deemed to have accepted the terms of the agreement, it was de-
termined that Part II should become effective.
Thereupon, the receiver consummated Part II of the agreement with the Union
Mutual Life Insurance Company. The consummation of this part of the agreement
involved the transfer of what was left of the business of the Massachusetts Accident
Company, including that part of the agency force which dealt with non-cancellable
business, securities which the receiver had not yet sold or transferred, cash, books,
records, furniture, fixtures, equipment, etc.
The following amounts of cash and securities were turned over to the Union
Mutual Life Insurance Company in cofinection with the consummation of Part I
and Part II of the Reinsurance and Management Agreement.
Securities turned over to the Union Mutual
Life Insurance Company as consideration
for consummation of Part I of the agreement
February 23, 1940 ._ . . _. $82,829.53
Cash turned over to the Union Mutual Life
Insurance Company as consideration for
consummation of Part I of the agreement
February 23, 1940 .... $40,000.00
March 26, 1940
_._
-....- 2,797.81
Total cash and securities turned over to the
Union Mutual Life Insurance Company
re Part I of the agreement . . $125,627.34
Securities turned over to the Union Mutual
Life Insurance Company as consideration
for consummation of Part II of the agree-
ment
March 25, 1940 . . . . . $709,553.39
Cash turned over to the Union Mutual Life
Insurance Company as consideration for
consummation of Part II of the agreement
March 28, 1940 $200,000.00
April 26, 1940 ._ . 177,770.27
Total cash and securities turned over to the
Union Mutual Life Insurance Company re
Part II of the agreement $1,087,323.66
Total cash and securities turned over to the
Union Mutual Life Insurance Company re
Part I and Part II of the agreement ..... $1,212,951.00
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On April 3, 1940, upon petition of the receiver, Mr. Justice Cox entered an Order
requiring all claimants to file proofs of claim with the receiver for allowance on or
before June 1, 1940. This Order was later modified on April 23, 1940.
Up to and including June 1, 1940, the receiver was accepting claims from Active
Lives, i.e., policyholders who had not become disabled; Disabled Lives, i.e., policy-
holders who had become disabled; and other creditors. All claims filed received
careful scrutiny, examination and analysis. Independent investigation was made
by counsel for the receiver of claims which in his opinion required such investiga-
tion, and medical examinations were caused to be made of claimants whenever in
the opinion of the receiver such medical examinations were necessary.
For the purpose of establishing the total amount of claims upon which dividends
should be computed, the receiver filed proof of claim as assignee of assenting policy-
holders comprising of 182 Disabled Lives and 4,478 Active Lives.
Although the Orders of the Court of April 3, and April 23, 1940 did not by their
terms require the receiver to hold hearings in connection with said proofs of claim,
an opportunity was given to the respective claimants to be heard and present any
evidence which they desired in support of the claims filed. Accordingly, the re-
ceiver held hearings and heard arguments and evidence presented by claimants,
attorneys and witnesses, on August 13, 1940, August 23, 1940, September 6, 1940,
September 18, 1940, September 19, 1940, and October 1, 1940. Many conferences
were had by the receiver or his counsel with the respective claimants and their
counsel with a view to establishing particular facts which might be of materiality
in connection with their respective claims, and, in some instances, to arrive at an
amount of the allowances to be recommended. Such conferences obviated the
necessity of a great many additional hearings.
Upon the completion of the hearings, the receiver proceeded with the preparation
of a report on claims and petition for determination of priorities, and is at the present
time engaged in such preparation.
The claims with which the receiver must deal in his report may be classified as
follows
:
1. Claims for taxes.
2. Claims by general creditors other than policyholders.
3. Claims by policyholders who had become disabled within the meaning of
their respective policies on or before February 23, 1940, or on or before
June 1, 1940 which was the last day fixed by said Orders of April 3 and April
23, 1940, for filing claims, hereinafter referred to as Disabled Lives.
4. Claims on behalf of Disabled Lives in which the question of disability under
the terms of their respective policies or the liability of the companj- under
said policies is disputed.
5. Claims for reinstatement under lapsed policies.
6. Claims on behalf of so-called Active Lives; i.e., policyholders who were not
disabled within the meaning of their respective policies on February 23, 1940,
and who did not become so disabled on or before June 1, 1940.
7. Claims filed by receiver as assignee of assenting policyholders.
8. Miscellaneous.
These claims raise many novel questions of law and many questions of first
impression. It is necessary to determine whether claims of Active Lives, so-called,
are contingent claims within the meaning of Section 180H of Chapter 175 of the
General Laws (Ter.Ed^.) as inserted by Chapter 472 of the Acts of 1939, and whether
such claims are subject to the priority in favor of unpaid losses under policies of
the respondent company as provided in Section 46 of said Chapter 175.
Claims which fall within classification 4, above enumerated, involve substantial
amounts and raise complicated questions of both law and fact.
Claims which fall within classification 6, above enumerated, raise questions of
law which, so far as can be determined by the receiver, have never been passed upon
by any Court.
Counsel for the receiver has devoted practically all of his time exclusively to the
duties of the receivership. All steps taken by the receiver in connection with the
operation of the company's business and in the rehabilitation proceedings have
been upon the advice and with the active participation of counsel for the receiver.
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During the entire proceedings, it was necessary for counsel to supervise and •
direct litigation in this and other states; supervise and direct the conduct of the
Massachusetts Accident Company which between August 23, 1939 and February
23, 1940, was being conducted as a going concern; advise the receiver on many
legal questions pertaining to the conduct of the rehabilitation proceedings and per-
taining to the conduct of the business; negotiate and draw the Reinsurance and
Management Agreements with the Union Mutual Life Insurance Company, and
defend the receiver in many actions brought against him in court; prepare necessary
petitions in connection with the Reinsurance and Management Agreement; pre-
pare and file suggestions of receivership in many cases affecting the company pend-
ing in Massachusetts Courts; prepare and file many motions, petitions, applica-
tions and decrees, orders, and other papers in connection with these proceedings;
prepare and file, during the period from August 1939 to February 23, 1940, monthly
statements of disbursements made by the receiver; deal with the question of tax
claim of the United States in the sum of approximately $60,000.00; deal with the
question of validity of lease; negotiate and consummate sale of real estate; nego-
tiate and consummate sale of accounts receivable, and many other services too
numerous to mention.
From August 23, 1939 to and including February 23, 1940, the respondent com-
pany was being conducted in twelve states as a going concern; issuing and renewing
policies and paying claims and losses in the usual course of business with a myriad
of legal and administrative problems requiring constant attention of counsel for
the receiver. Under the circumstances, he was obliged to bear a large part of the
responsibility not only in the operation of the company during these particularly
trying times, but also in the formation of the plan of rehabilitation.
Since this was the first proceeding of its kind under a new statute, the receiver
and his counsel throughout the entire proceedings were, so to speak, on uncharted
seas. The magnitude of the enterprise and the multiplicity of the problems must
indicate the character of the legal services that were rendered.
Counsel for the receiver bore the brunt of negotiations with the Union Mutual
Life Insurance Company which enabled the receiver to offer a plan for the approval
of the Court which resulted in increased benefits to the policyholders to the extent
of many thousands of dollars. The proposal finally submitted to the Court and to
the policyholders for approval, offered substantially greater benefits to them than
the proposal originally contemplated.
The negotiations leading up to the promulgation of the plan required a vast
amount of time and the working of long hours. The draft of the Reinsurance and
Management Agreement was a work requiring many weeks of concerted effort.
Counsel for the receiver was charged with the responsibility of drafting the papers
and documents in these proceedings, and in effectuating the plan, and with re-
sponsibility of defending the plan in many court appearances. It was necessary for
the receiver to defend the plan against attacks by some policyholders' representa-
tives whose purpose it appeared to be to have the company declared insolvent and
thrown into receivership for purposes of liquidation, thereby depriving the policy-
holders of the benefits offered them by the Reinsurance and Management Agree-
ment. By successfully warding off these attacks and preventing outright liquidation,
the policyholders benefitted in a very substantial measure. Approximately 35,000
of the 40,000 policyholders of the Massachusetts Accident Company have been
fully reinsured in a sound company, and 4,660 of non-cancellable policyholders of
the Massachusetts Accident Company have had insurance coverage preserved to
them at least in part.
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ANNUAL STATEMENT OF NON-CAN FUND
DECEMBER 31, 1940
Repokt by Union Mutual Life Insurance Company
Portland, Maine
TO
Commissioner of Insurance
State of Massachusetts
Income
Received from Receiver Mass.
Ace. Co $1,087,323.66
Net Premiums .... 205,815.81
Interest on Premium Notes . 532 . 49
Interest Received from Union
Mutual 20,328.05
Total Income
Disbursements
Losses Paid
Loss Expense Paid
Premiums Returned for Receiver
Collection Fees
State Taxes on Premiums
$185,950.18
1,914.38
10,752.05
7,735.42
877.33
[,314,000.01
Expense Allowance to Union Mutual 30,872 . 37
Total Disbursements 238,101.73
$1,370,197.38
Income Less Disbursements (Ledger Balance) $1,075,898 . 28
Ledger Balance .... $1,075,898.28
Interest due from Union Mutual . 3,307 . 52
Share of Profits on Cancellable Business 15,991 . 58
*Estimated Amount Receivable from
Receiver of Mass. Accident Co. . 275,000.00
Total Estimated Assets of Fund
Liabilities
**Claiin Reserve . . . . $1,150,260.00
Claim Expense Reserve . . 14,378.00
Unearned Premiums . . . 92,669 . 78
Active Life Reserve . . 50,848.00
Reserve for Premium Taxes . . 3,708.50
Contingency Reserve (Surplus) . 58,333.10
Total Estimated Liabilities of Fund $1,370,197 . 38
* Per advice from Receiver.
** Claim Reserve is computed on same basis as that originally used by Receiver
and Massachusetts Insurance Department.
Massachusetts Mutual Liability Insurance Company— Henry F. Hurlburt, 53
State Street, Boston, was appointed receiver on December 27, 1929. All papers in
connection with the receivership have been returned to this Department but the
receiver had not been discharged by the Supreme Judicial Court on December 31,
1940.
Trade Mutual Liability Insurance Company— William H. Taylor, 179 Summer
Street, Boston, was appointed temporary receiver on March 4, 1930, and this was
made permanent on March 11, 1930. Examination of the receiver's accounts from
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January 31, 1939, the date of the previous examination, to December 31, 1940
shows income during the period amounting to $4,894.69 and disbursements of
$6,755.75 including 13,930.86 which represents a 2% dividend on claims. During
this period $700 was paid as compensation to the receiver and $1,200 as a fee to the
receiver's counsel. The assets remaining on December 31, 1940 consisted of $21.73
in the National Shawmut Bank, Boston, and a claim for $1,679.21 against the
Federal National Bank in liquidation.
Beneficiary Association of the Boston Fruit and Produce Exchange— Francis J.
De Celles, then Commissioner of Insurance, was appointed receiver on November
12, 1935. As of March 30, 1939, the receivership accounts showed a balance of
$1,994.36 on deposit in the Maiden Trust Company of Maiden, consisting of
$1,251.91 in the Savings Account, $545.44 in the Death Ac(iount and $197.01 in
the Expense Account. Since that time the accounts of the receiver have not been
available for examination by this Department.
Portuguese Azorian Operative Beneficent Association, Inc.— Francis J. De Celles,
then Commissioner of Insurance, was appointed receiver on March 23, 1937. On
April 27, 1939, the assets of the receivership consisted of a deposit in the National
Shawmut Bank of Boston amounting to $254.06 and cash in office, $65. Since that
time the accounts of the receiver have not been available for examination by this
Department.
Royal Michaelense Autonomic Beneficent Association, Incorporated— Francis J.
De Celles, then Commissioner of Insurance, was appointed receiver on January 12,
1937. On April 27, 1939, the assets of the receivership consisted of a deposit in the
National Shawmut Bank of Boston amounting to $1,749.93. Since that time the
accounts of the receiver have not been available for examination by this Depart-
ment.
Saint Antonio, The Society of— Francisco G. Moitozo, 26 Marble Street, Taun-
ton, was appointed receiver on August 24, 1932. In October, 1934, the remaining
assets were distributed by the receiver's attorney in accordance with a decree of
the Court. One payee could not be located and his check for $21.39 was returned.
The receiver has not yet been discharged.
Supreme Colony, United Order of Pilgrim Fathers— Henry M. Hutchings who
was appointed receiver on September 25, 1917, died on January 8, 1937. Edward J.
Flavin, 73 Tremont Street, Boston, was appointed receiver on October 25, 1938.
An examination of the receiver's accounts from October 21, 1939, the date of the
previous examination, through February 26, 1941, shows the expenditure of $20
for the premium on the receiver's bond leaving a balance on February 26th of
).07 which is on deposit in the State Street Trust Company, Boston.
VOLUNTARY LIQUIDATION
Voluntary liquidation of the Twin Mutual Liability Insurance Company of
Boston was completed in 1940. This company reinsured all of its outstanding
policies as of June 1, 1931, in the American Motorists Insurance Company of
Chicago,
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Table G.—Exhibit of Policies in Force
Classified as to Ordinary, Industrial
COMPANY AND KIND
OF INSURANCE
Ordinary Business
Massachusetts Companies
Berkshire:
—
Whole life . . .
Endowment
All other
Reversionary additions
Totals
Boston Mutual:
—
Whole life .
Endowment
All other . .
_
.
Reversionary additions
Totals
Columbian National:
—
Whole life .
Endowment
All other . .
_
.
Reversionary additions
Totals
John Hancock Mutual:
—
Whole life .
Endowment
All other . . .
Reversionary additions
Totals
Loyal Protective:
—
Whole life .
Endowment
All other . .
Reversionary additions
Totals
Massachusetts Mutual:
Whole life .
Endowment
All other . . .
Reversionary additions
Totals
Massachusetts Protective:-
Whole life .
Endowment
All other . . .
Reversionary additions
Totals
Ministers Mutual:
—
Whole life .
Endowment
All other . . .
Reversionary additions
Totals
Monarch:
Whole life .
Endowment
All other . . .
Reversionary additions
Totals . f
New England Mutual:
Whole life .
Endowment
All other
Reversionary additions
Totals
In Force Dec. 31,
1939
No.
New Issues
No. Amount
Revivals
No.
63,826 S170,189,165
16,973 35,138,982
739 3,851,266
3,320,750
71,538 1212,500,163
16,574 $15,402,427
17,351 14,295,749
110 175,450
10,807
34,035
975,595
514,249
33,700
2,915
24,161
772
1,110
1,966
13,338
S29,884,433
43,967 $118,326,581
17,161 28,840,156
4,005 21,723,871
892,403
65,133 $169,783,011
$1,377,325,427
787,843,643
81,245,406
5,496,940
1,523,544 $2,251,911,416
2,259 $2,036,611
584 732,126
72 189,150
318
$2,958,205
426,152 $1,640,869,200
72,958 246,827,164
13,827 69,520,752
6,355,127
512,937 $1,963,572,243
21,556 $34,445,276
2,323 4,003,294
282 1,135,600
$39,584,170
$983,807
1,342,263
171,800
1,542
$2,499,412
7,704 $11,675,272
4,673 8,710,549
961 2,274,939
18,250
$22,679,010
324,759 $1,238,050,395
68,688 231,302,432
16,928 83,336,349
21,152,283
410,375 $1,573,841,459
4,347
820
266
5,433
3,296
2,548
$12,879,789
1,737,123
1,638,944
252,585
$16,508,441
$3,174,750
2,212,346
1,426
5,844
2,231
2,263
895
$5,388,522
$7,123,080
3,451,561
4,680,413
5,389
134,363
114,910
7,949
$15,255,054
$157,293,.'^71
132,838,305
21,856,300
377,113
257,222 $312,365,289
653
300
32
$883,617
384,992
106,600
245
985
22,161
5,675
2,916
$1,375,454
$93,511,459
17,514,328
14,813,972
612,618
30,752
1,794
221
$126,452,377
$2,772,117
435,025
282,379
193
60
$3,489,521
$242,000
75,500
265
337
153
$317,765
$1,891,400
734,944
480,200
2,796
21,726
6,308
2,404
$3,109,340
$77,502,075
20,142,724
14,085,071
1,207,844
30,438 $112,937,714
155
158
111
55
47
4,357
2,998
203
7,558
790
180
186
155
Part II
(Dec. 31, 1940 (Paid-for Business)
and Group Insurance.
29
Increases
30 P.D. 9
Table G.—Exhibit of Policies in Foecb
COMPANY AND KIND
OF INSURANCE
In Force Dec. 31,
1939 New Issues
No. Amount No.
Revivals
No. Amount
Ordinary Business— Con.
Massachusetts Companies — Con.
Paul Revere:
—
Whole lite
Endowment . . . .
All other . .
_
.
Reversionary additions
Part II
Dec. 31, 1940 (Paid-for Business)—Continued
31
Increases
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Table G.—Exhibit of Policies in Force
COMPANY AND KIND
Part II
Dec. 31, 1940 (Paid-for Business)—Continued
33
Incrbases
34 P.D. 9
Table G.—Exhibit of Policies in Force
COMPANY AND KIND
Part II
Dec. 31, 1940 (Paid-for Business)—Continued
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Table G.—Exhibit of Policies in Fobce
COMPANY AND KIND
Part II
Dec. 31, 1940 (Paid-for Business)—Continued
37
iNCBBASEa
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Table G.—Exhibit of Polices in Force
Part II
40
Table G-2.—Exhibit
Part II
Contracts Involving Life Contingencies (Paid-for Business)
41
Other Net
Changes
42 P.D. 9
Table G-2.—Exhibit and Classification of Annuities and Supplementary
name of company
and
kind of annuity
In Force Dec. 31,
1939
No. Amount
New Issues
No. Amount
Transfer from
Insurance Account
No. Amount
Companies of Other States — Con.
Aetna:
—
Individual .
Group
Supplementary contracts
Totals
Bankers National:
—
Individual .
Group
Supplementary contracts
Totals
Connecticut General:
—
Individual .
Group
Supplementary contracts
Totals
Connecticut Mutual:
Individual .
Group
Supplementary contracts
Totals
Continental American:
—
Individual .
Group
Supplementary contracts
Totals
Equitable of Iowa:
Individual .
Group
Supplementary contracts
Totals
Equitable of New York:
—
Individual .
Group
Supplementary contracts
Totals
Farmers and Traders:
Individual .
Group
Supplementary contracts
Totals
Fidelity Mutual:
—
Individual .
Group
Supplementary contracts
Totals
Guardian:
—
Individual .
Group
Supplementary contracts
Totals
Home:
Individual
.
Group
Supplementary contracts
Totals
16,S92
Pakt II 43
Contracts Involving Life Contingencies (Paid-for Business) — Continued
Other Net
Changes
44
'
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Table G-2.—Exhibit and Classification of Annuities and Supplementary
NAME OF COMPANY
AND
KIND OF ANNUITY
In Force Dec. 31,
1939
No. Amount
New Issues
No. Amount
Transfer from
Insurance Account '
No. Amount
Companies of Other States — Con.
Lincoln National:
—
Individual .
Group . .
Supplementary contracts
Totals
Metropolitan :
—
Individual .
Group
Supplementary contracts
Totals
Mutual:
—
Individual .
Group
Supplementary contracts
Totals
Mutual Benefit:
—
Individual .
Group
Supplementary contracts
Totals
Mutual Trust:
Individual .
Group
Supplementary contracts
Totals
National:
—
Individual .
Group
Supplementary contracts
Totals
New York:
—
Individual .
Group
Supplementary contracts
Totals
North American:
—
Individual .
Group
Supplementary contracts
Totals
Northwestern Mutual:
—
Individual
.
Group
Supplementary contracts
Totals
Penn Mutual:
Individual .
Group
Supplementary contracts
Totals
Phoenix Mutual:
Individual .
Group
Supplementary contracts
Totals
7,303
Part II 45
Contracts Involving Life Contingencies (Paid-for Business) — Continued
Othbb Net
Changes
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Table G-2.—Exhibit and Classification of Annuities and Supplementary
NAME OF company
and
kind of annuity
In Force Dec. 31,
1939
No. Amount
New Issues
No. Amount
Tbansfeh from
Insurance Account
No.
Companies of Other States — Con.
Presbyterian Ministers' Fund:
—
Individual .
Group
Supplementary Contracts
Totals
Provident Mutual:
—
Individual .
Group
Supplementary contracts
Totals
Prudential:
—
Individual .
Group
Supplementary contracts
Totals
Security Mutual:
—
Individual .
Group
Supplementary contracts
Totals
Sun Life (U. S. Branch) :—
Individual .
Group
Supplementary contracts
Totals
Travelers:
—
Individual
.
Group
Supplementary contracts
Totals
Union Central:
—
Individual
.
Group
Supplementary contracts
Totals
Union Labor:
—
Individual
.
Group
.
Supplementary contracts
Totals
Union Mutual:
Individual
.
Group
Supplementary contracts
Totals
United Life and Accident:
—
Individual .
Group
Supplementary contracts
Totab
Washington National:— .
Individual
.
Group
Supplementary Contracts
Totals
Totals of other States
Grand totals
730
Part II 47
Contracts Involving Life Contingencies (Paid-for Business) — Concluded
Other Net
Changes
No. Amount
In Force Dec. 31,
1940
No. Amount
Income Now
Payable
No. Amoimt
Deferred
Fully Paid
No. Amount
Deferred
Not Fully Paid
No. Amoimt
-8
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Table M-1.
P.D. 9
-Sources of Increases and Decreases
Part II
IN Surplus for the Year ending Dec. 31, 1940
59
Total
Income
Insurance DisBnnsEMENrs
Dividend
Accumulations
Maturities, and Commissions,
Deaths Disabilities, Surrenders Supplementary Taxes and Other Total
Annuities Contracts Insurance Expenses Disbursements
Without Life
Contingencies
J16,162,412
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Table M-1.^Sources of Increases and Decreases in
Part II 61
Surplus for the Year ending Dec. 31, 1940—Concluded
Increase
Net Profit
from
Investments
62 P.D. 9
Table M-2.—Analysis of Increase in Reserve
Increases in Reserve
Part II
FOR THE Year ending December 31, 1940
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Part II 69
Contributory Retirement Systems in Effect on December 31, 1940.
Table I.
—
Assets and Liabilities—December 31, 1940.
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Table III.
—
Disbursements—December 31, 1940.
Name op
Retirement System
Counties
Barnstable County
Berkshire County
Bristol Comity .
Dukes County .
Essex County
.
Franklin County
Hampden County
Hampshire County
Middlesex County
Norfolk County
Plymouth County
Worcester County
Totals
CUie^ and Towns
Adams
Amesbury
Andover
Arlington
Athol
Attleboro
Belmont
Beverly
Braintree
Brockton
Cambridg
Chicopee
Clinton
Danvers
Dedham
Easthampton
Fairhaven
Fall River
Framingham
Gardner .
Gloucester
Greenfield
Haverhill
Hingham
Holyoke .
Hull
Lawrence
Leominster
Lexington
Lowell
Lynn
Maiden .
Marlborough
Marblehead
Maynard
.
Melrose .
Methuen
.
Milford
.
Milton .
Natick
Needham
New Bedford
Newburyport
North Adams
Northampton
North Attleborough
Northbridge
Norwood
.
Peabody
.
Pittsfield
.
Plymouth
Reading
.
Revere
Salem
Saugus
Southbridge
Springfield
Stoneham
Swampscott
Taunton
.
Wakefield
Waltham
.
Watertown
Webster .
Wellesley
Westfield
.
W. Springfield
Weymouth
Winchester
Winthrop
Woburn
.
Totals .
Annuity
Payments
Pension
Payments Refunds
Ordinary
and Accidental
Accidental Death
Disability Benefits
Adminis-
trative
Expenses
Another
S50
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Table IV.
—
Active Membership Exhibit—December 31, 1940.
P.D. 9
Name OP
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Table X.
P.D. 9
Massachusetts Woekmen's Compensation Experience on
- 1937, 1938 and 1939 for all
Part II
Policies Issued by the Insurance Carriers during Calendar Years
OP Benefits and Premium Rates for those Years respectively
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Table Y.—Massachusetts Workmen's Compensation Experience on Policies
THE Principal Classifications under the Scale of Benefits and Premium
classification of risks
Code
Num-
ber
Audited Pat Rolls
Policies
Issued
1937
Policies
Issued
1938
Policies
Issued
1939
Abrasive Wheel Mfg.
Arms Mfg.—sipall arms
Artificial Silk Mfg. .
Automobile Accessories—^Service Stations
Automobile Body Mfg.—n.o.c.
Automobile Bus, Livery or Taxicab Compani-
Garage Employees .
AH Other Employees
Automobile Garages or Repair Shops:
Automobile Salesmen
All Other Employees
Automobile Mfg. or Assembling .
Automobile Storage Garages or Parking Stations
Baby Carriage Mfg. .
Bakeries ....
Beer or Ale Dealers .
Bicycle Mfg. or Assembling
Boilermaking
Bookbinding
Boot or Shoe Machinery Mfg.
Boot or Shoe Mfg. or Repairing .
Bottle, Rubber or Paper Stock or Rag Dealers
Bottling—no carbonated liquids or spirituous liquors
Box Mfg.—solid paper boxes
Box or Box Shocks MIg. ....
Brass or Copper Goods Mfg.
Breweries—including bottling
Building or Roofing—Paper or Felt—preparation
Buildings—n.o.c.—operation
Button or Fastener Mfg. . _ .
Cable Insulation—no wire drawing
Can Mfg. .
Carpentry
;
Interior Finish
Not Otherwise Classified
Private Residences
Shop Only .
Carpet or Rug Mfg. .
Cement Work—floors, sidewalks
Cemetery Operations
Chauffeurs—commercial
Chocolate or Cocoa Mfg.
Cleaning or Dyeing .
Clerical Office Employees .
Clothing Mfg. .
Cloth Printing .
Clubs—-country, golf, etc. .
Clubs—n.o.c.
Coal Merchants—fuel oil .
Colleges or Schools:
Professional Employees .
All Other Employees
Composition Goods Mfg.—plastic
Concrete Construction—bridges or culverts .
Concrete Construction—n.o.c.
Concrete Products Mfg. .
Confectionery Mfg.—excluding chocolate mfg.
Cordage, Rope or Twine Mfg.—n.o.c. .
Cotton Spinning and Weaving
1748
3200
2305
8387
3824
8385
7382
8748
8391
3808
8392
3865
2003
7392
3841
3620
4307
3558
2660
8264
2163
4240
2759
3315
2121
4283
9015
3131
4470
3220
Cracker Mfg. . . .
Drug, Medicine or Pharmaceutical Preparations Mfg,
Electric Light or Power Cos.—operation
Electric Light or Power Line Construction .
Electric Power or Transmission Equipment Mfg
5437
5403
5645
2802
2402
5200
9220
7380
2042
2586
8810
2501
2417
9060
9061
8233
8868
9101
4484
5203
5213
4034
2041
2352
2222
2001
;. 4611
7539
7538
3643
S3,269,064
1,218,377
718,345
4,489,318
337,419
1,404,219
4,325,405
5,661,041
11,307,885
1,416,971
643,269
980,023
11,835,783
407,091
823,555
556,640
2,908,617
5,560,919
40,603,250
383,673
1,056,457
2,331,005
1,221,912
857,202
2,165,613
533,836
14,172,158
955,410
2,000,208
529,183
1,380,733
2,136,531
5,490,252
574,670
1,931,225
959,632
1,303,726
11,726,233
658,532
3,005,763
220,683,340
22,600,075
9,295,141
2,057,616
2,158,980
4,702,464
17,298,339
7,309,399
1,581,638
221,581
2,118,907
383,461
5,987,018
1,163,392
26,206,375
1,659,580
1,953,750
14,087,580
320,647
33,351,506
82,892,326
243,860
723,905
4,736,389
329,919
1,448,789
4,517,182
4,848,139
10,337,637
1,471,613
666,838
1,096,473
12,265,451
429,633
523,877
518,963
2,823,514
5,263,571
40,652,274
408,978
1,197,368
2,228,497
1,101,809
1,013,067
2,146,071
597,445
14,106,147
817,714
1,955,132
550,230
1,339,087
2,365,312
5,225,280
538,796
1,551,781
860,762
1,344,255
11,379,491
1,095,485
2,779,544
217,893,431,
25,961,406
8,210,224
2,045,837
2,186,691
4,598,680
18,525,765
7,866,192
2,067,194
287,539
2,334,341
347,924
4,727,829
1,035,932
21,716,238
1,649,168
1,860,732
14,808,414
336,736
24,549,954
4,488,687
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ISSUED BY All Carriers during the Calendar Years 1937, 1938 and 1939 for
Rates for those Years respectively (see Further Explanation in Footnote)
Audited Earned Premiums
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Table Y.
P.D. 9
-Massachusetts Workmen's Compensation Experience
Part II
ON Policies issued by All Carriers, etc.—Continued
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Table Y.—Massachusetts Workmen's Compensation Experience
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Audited Earned Phemiums
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140 P.D. 9
Fbateknal Benefit Societies and Non-Profit Hospital Service Corporation
Records of Changes
Below is a list of the corporations which were authorized in this Commonwealth from Jan. 1, 1940, to
the date of this report, and also a list of those which ceased to transact business during the same period:
Corporations Authorized During the Year 1940
Name Location
Date of
Authority
Women's Society of Saint Pantaleone Martyr of Montauro of Mutual Aid
and Benefit, Inc. ........
Fa'irhaven Police Relief Association Inc. ....
Mutual Association Cape Verdean of Saint John Baptista, Inc.
H. P. Hood & Sons, Inc. Mutual Benefit Association
Maria S.S. of Sovereto of Terlizzi Mutual Benefit Society
Jewish National Workers' Alliance of America
Daughters of the Canicattini Bagni Mutual Aid Society of Boston
The Virgin Mary of Sorrows Society of MirabeUa Eclano of East Boston for
Mutual Aid and Benefit .........
The Mutual Aid and Benefit of The Feminine Society of the Filicudi Island
Massachusetts Employees Mutual Benefit Association of the Frank G.
Shattuck Comnany . . . . ,
.
Women's Mutual Benefit Society Saint Agrippina of Mineo of Boston
Anversa of Abruzzi Mutual Benefit Society ......
St. Joseph's Benevolent Society of Provincetown, Incorporated
Saint Francis Polish Roman Catholic Benefit Union of Lawrence, Mass.
Feminine Mutual Benefit Society of Sandonato Val di Comino
Mineo's Mutual Benefit Society of Massachusetts .....
Ladies Mutual Aid Society of Corfinio ......
Boston
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NoN-^" ? Hospital Service Cohporation
Table No. 5
Name Incobpoeated Location President Seceetaet
Massachusetts Hospital
Service, Inc. Mar. 9, 1937 Boston George Putnam Roger W. Hardy
Table No. 6
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